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Also, a bill CH.R. 9611) granting a pension to John R. 

Gamble; to the Committee on Pensions. 
By Mr. O'CONNELL: A bill CH.R. 9612) for the relief of 

Joseph Henry Smith; to the Committee on Naval Affairs. 
By Mr. TINKHAM: A bill CH.R. 9613) providing for the 

advancement in rank of Hugh A. R. Keiran on the retired 
list of the United States NavY; to the Committee on Naval 
Affairs. ~-

By Mr. TOBEY: A bill <H.R. 9614) granting a pension to 
Edwin B. Palmer; to the Committee on Invalid Pensions. 

By Mr. BRUNNER (by request): A bill CH.R. 9615) au
thorizing the Comptroller General of the United States to 
settle and adjust the claims of subcontractors and material
men for material and labor furnished in the construction of 
a post-office building at Hempstead, N.Y.; to the Committee 
on Public Buildings and Grounds. 

PETITIONS, ETC. 
Under clause 1 of rule XXII, petitions and papers were 

laid on the Clerk's desk and referred as follows: 
4610. By Mr. CULLEN: Petition of the Booker T. Wash

ington Society of the Brooklyn Evening School, urging the 
enactment of the Wagner-Costigan antilynching bill; to the 
Committee on the Judiciary. 

4611. By Mr. HANCOCK of New York: Petitions favoring 
Government loans to business and industry, signed by ap
proximately 4,000 residents of Syracuse and vicinity, sub
mitted by Hon. Rolland B. Marvin, mayor of Syracuse, for 
the Industrial Recovery League; to the Committee on Bank
ing and Currency. 

4612. By Mr. HESS: Resolution adopted by the National 
Progressive League, whose headquarters are in Cincinnati, 
Ohio, requesting that Manchukuo be recognized by the United 
States; to the Committee on Foreign Affairs. 

4613. By Mr. O'CONNELL: Petition of the Eighth Ward 
Women's Democratic Club, Providence, R.I., favoring Senate 
bill 1978; to the Committee on the Judiciary. 

4614. By Mr. RUDD: Petition of the Northeastern Retail 
Lumbermen's Association, Rochester, N.Y., favoring legisla
tion for the building industry through a plan of Federal 
:financing; to the Committee on Banking and Currency. 

4615. Also, petition of the Booker T. Washington Society 
of the Brooklyn Evening High School, Brooklyn, N.Y., favor
ing the Wagner-Costigan antilynching bill; to the Com
mittee on the Judiciary. 

4616. Also, petition of the Merchants' Association of New 
York, favoring the passage of House bill 9322; to the Com
mittee on Ways and Means. 

4617. By Mr. TARVER: Petition of J. D. Nichols, vice 
chairman Wayne County (Ga.) Agricultural Board, and 
others asking for the passage of the Tarver bill CH.R. 9457), 
to provide for the use of Civilian Conservation Corps Camps, 
when abandoned,, by 4-H club boys and girls, and for other 
educational and rec!'eational purposes; to the Committee on 
the Public Lands. 

4618. By Mr. THOMAS: Petition of approximately 100 
citizens of Glens Falls, N.Y., urging the adoption of the 
amendment to section 301 of Senate bill 2910; to the Com
mittee on Merchant Marine, Radio, and Fisheries. 

4619. By the SPEAKER: Petition of Local Union No. 96, 
Plasterers and Cement Finishers, Washington, D.C., endors
ing the resolution of Representative McFADDEN, of Pennsyl
vania CH.Res. 343), to investigate all Federal building con
tracts, regarding violations of the Bacon-Davis Prevailing 
Wage Act; to the Committee on Rules. 

4620. Also, petition of the members of the Children of 
Mary Sodality, of the Church of the Assumption, of the city 
of Ansonia, Conn., urging adoption of the amendment to 
section 301 of Senate bill 2910; to the Committee on Mer
chant Marine, Radio, and Fisheries. 

4621. Also, petition of the Court of St. Rita No. 916, Catho
lic Daughters of America, urging adoption of the amendment 
to section 301 of s. 2910; to the Committee on Merchant 
Marine, Radio, and Fisheries. 

SENATE 
SATURDAY, MAY 12, 1934 

(Legislative day of Thursday, May 10, 1934) 

The Senate met at 10 o'clock a.m., on the expiration of the 
recess. 

THE JOURNAL 

On motion of Mr. RoBINSON of Arkansas, and by unan
imous consent, the reading of the Journal of the proceedings 
of the calendar day Friday, May 11, was dispensed with, and 
the Journal was approved. 

CALL OF THE ROLL 

Mr. ROBINSON of Arkansas. I suggest the absence of a 
quorum. 

The VICE PRESIDENT. The cle~k will call the roll. 
The legislative clerk called the roll, and the following 

Senators answered to their names: 
Adams Costigan Johnson 
Ashurst Couzens Kean 
Austin Dickinson Keyes 
Bachman Dill King 
Bailey DuH'y La Follette 
Bankhead Erickson Lewis 
Barbour Fess Logan 
Barkley Fletcher Lonergan 
Black Frazier McCarran 
Bone George McGill 
Borah Gibson McKellar 
Bulkley Glass McNary 
Bulow Goldsborough Metcalf 
Byrd Gore Murphy 
Byrnes Hale Neely 
Capper Harrison Norbeck 
Ca.rey Hastings Norris 
Clark Hatch Nye 
Connally Hatfield O'Mahoney 
Coolidge Hayden Overton 
Copeland Hebert Patterson 

Pope 
Reynolds 
Robinson. Ark. 
Schall 
Sheppard 
Shipstead 
Steiwer 
Stephens 
Thomas, Okla. 
Thomas, Utah 
Thompson 
Trammell 
Tydings 
Vandenberg 
Van Nuys 
Wagner 
Walcott 
Walsh 
Wheeler 

Mr. ROBINSON of Arkansas. I desire to announce that 
the Senator from California [Mr. McADooJ is absent be
cause of illness; that the Senator from Georgia [Mr. Rus
SELL] is absent because of a death in his family; and that 
the Senator from Louisiana [Mr, LoNG], the Senator from 
Illinois [Mr. DIETERICH], the junior Senator from Arkansas 
[Mrs. CARAWAY], the Senator from South Carolina [Mr. 
SMITH], the Senator from New Hampshire [Mr. BROWN], 
and the Senator from Nevada [Mr. PITTMAN] are necessarily 
detained from the Senate. I ask that this announcement 
may stand for the day. 

Mr. HEBERT. I wish to announce that the senior Sena
tor from Pennsylvania [Mr. REED], the Senator from Indi
ana [Mr. ROBINSON], the Senator from Maine [Mr. WHITE], 
the Senator from Delaware [Mr. TOWNSEND], the junior 
Senator from Pennsylvania [Mr. DAVIS], and the Senator 
from New Mexico [Mr. CUTTING] are necessarily detained 
from the Senate. 

The VICE PRESIDENT. Eighty-two Senators have an
swered to their names. A quorum is present. 

PETITIONS AND MEMORIALS 

The VICE PRESIDENT laid before the Senate a telegram 
in the nature of a memorial from Dr. John J. Casey, of 
Wilkes-Barre, Pa., remonstrating against the confirmation 
of the nomination of James J. Law to be postmaster at 
Wilkes-Barre, Pa., which was referred to the Committee 
on Post Offices and Post Roads. 

He also laid before the Senate resolutions adopted by the 
Provincial Board of Abra at Bangued, P. I., protesting 
against the imposition of an excise tax of 5 cents per pound 
on coconut oil imported into the United States from the 
Philippines, which were ordered to lie on the table. 

Mr. KING presented a resolution adopted by the city 
council of Springville, utah, favoring the enactment of leg
islation either repealing or amending section 4 of the Inter .. 
state Commerce Act so as to place upon the railroads re .. 
sponsibility for determining reasonably compensatory rates 
for services performed in rail traffic, competitive with traffi.o 
moving via the Panama Canal, etc~, which was referred to 
the Committee on Interstate Commerce. 
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REPORTS OF COMMITTEES 

Mr. SHEPPARD, from the Committee on Military Aff~irs, 
to which was referred the bill (S. 2896) for the relief of 
Jam~ W. Carmichael, reported it with amendments and 
submitted a report <No. 989) thereon. 

Mr. LOGAN, from the Committee on Military Affairs, to 
which was referred the bill (S. 63) for the relief of Charles 
E. Wilson, reported it with an amendment and submitted 
a report (No. 992) thereon. 

Mr. GIBSON, from the Committee on Claims, to which 
'Was ref erred the bill CS. 568) for the relief of Winifred 
Meagher, reported it with an amendment and submitted a 
report <No. 991) thereon. 

Mr. COPELAND, from the Committee on the District of 
Columbia, to which was referred the bill CS. 3479) to amend 
the act entitled "An act to regulate the practice of the heal
ing art to protect the public health in the District of Colum
bia", approved February 27, 1929, reported it without 
amendment and submitted a report (No. 990) thereon. 

Mr. KING, from the Committee on the District of Colum
bia, to which was referred the bill CS. 1578) to amend the 
Code of Laws for the District of Columbia in relation to 
providing assistance against old-age want, reported it with 
an amendment and submitted a report (No. 993) thereon. 

He also, from the same committee, to which was referred 
the bill cs. 2685) to provide for the conservation and settle
ment of estates of absentees and absconders in the District 
of Columbia, and for other purposes, reported it with 
amendments and submitted a report (No. 994) thereon. 

He also (for Mr. TYDINGS), from the same committee, to 
which was referred the bill CS. 3483) to exempt from tax
ation certain property of the American Legion in the Dis
trict of Columbia, reported it without amendment and sub
mitted a report <No. 995) thereon. 

He also (for Mr. REYNOLDS), from the same committee, 
to which was referred the bill <H.R. 8525) to amend the 
District of Columbia Alcoholic Beverage Control Act to per
mit the issuance of retailers' licenses of classes A and B 
in residential districts, reported it with amendments and 
submitted a report (No. 996) thereon. 

He also (for Mr. McCARRAN), from the same committee, 
to which was referred the bill CS. 3471) supplementary to 
and amendatory of the incorporation of Columbus Univer
sity, of Washington, D.C., organized under and by virtue of 
a certificate of incorporation pursuant to the incorporation 
laws of the District of Columbia as provided in subchapter 
1 of chapter 18 of the Code of Laws of the District of Colum
bia, reported it without amend.nlent and submitted a report 
(No. 997) thereon. 

He also (for Mr. CAPPER), from the same committee, to 
which were referred the following bills, reported them sev
erally without amendment and submitted reports thereon: 

S. 741. An act for the relief of Jennie Bruce Gallahan 
<Rept. No. 1000) ; 

S. 3459. An act to exempt from taxation certain property 
of the Daughters of Union Veterans of the Civil War in 
the District of Columbia <Rept. No. 998) ; and 

S. 3261. An act to permit the stepchildren of certain 
officers and employees of the United States to be admitted 
to the public schools of the District of Columbia without 
payment of tuition (Rept. No. 999). 

BILLS INTRODUCED 
Bills were introduced, read the first time, and, by unani

mous consent, the second time, and referred as follows: 
By Mr. GLASS: 
A bill (S. 3596) to amend section 21 of the Federal Reserve 

Act, and for other purposes; to the Committee on Banking 
and Currency. 

By Mr. COPELAND: 
A bill <S. 3597) authorizing the Comptroller General of 

the United States to settle and adjust the claims of subcon
tI"aiCtors and materialmen for material and labor furnished 
in the construction of a post-office building at Hempstead., 
N.Y.; to the Committee on Claims. 

By Mr. BONE; 
A bill <S. 3598) granting the eonsent of Congress to the 

county of Pierce, a legal subdivision of the State of Wash
ington, to construct, maintain, and operate a toll bridge 
across Puget Sound, State of Washington, at or near a point 
commonly known as " The Narrows "; to the Committee on 
Commerce. 

By Mr. KING: 
A bill CS. 3599) to facilitate the control of soil erosion 

and/or :flood damage originating upon lands within the ex
terior boundaries of the Uinta and Wasatch National For
ests, utah; to the Committee on Public Lands and Surveys. 

A bill (S. 3600) to amend section 22 (g) of the Federal 
Reserve Act, as amended <relating to loans by member banks 
to their executive officers); to the Committee on Banking 
and currency, 

By Mr. O'MAHONEY: 
A bill <S. 3601) for the relief of the estate of James H. 

Sutherland; to the Committee on Claims. 
A bill (S. 3602) granting a pension to Pearl Helms; to the 

Committee on Pensions. 
AMENDMENT-INDEMNITY BONDS FOR NATIONAL BANKS 

Mr. NEELY submitted an amendment intended to be pro
posed by him to the bill CS. 2915) requiring national banks 
to obtain indemnity bonds from State-qualified bonding com .. 
panies, which was ordered to lie on the table and to be 
printed. 

EMERGENCY CONSTRUCTION OF mGHWAYS AND RELATED 
PROJECTS-AMENDMENT 

Mr. HAYDEN submitted ~ amendment intended to be 
proposed by him to the bill <H.R. 8781) to increase employ
ment by authorizing an appropriation to provide for emer
gency construction of public highways and related projects, 
and for other purposes, which was referred to the Com
mittee on Post Offices and Post Roads and ordered to be 
printed. 

POTASH RESOURCES 
Mr. HATCH submitted a resolution CS.Res. 239), which 

was ordered to lie on the table, as follows.; 
Resolved, That the Secretary of the Interior be, and he is hereby, 

requested to submit to the Senate, at his early convenience, a 
report based on information already available or readily procurable 
covering: 

(a) The extent to which the United States now depends upon 
imports of potash salts, muriate of potash, sulphate of potash, 
and sulphate of potash magnesia to meet national requirements; 
and 

(b) Whether and the extent to which it is now possible to sup
ply from the natural deposits of the United States all of the afore
said potash compounds to meet the national requirements, agri
cultural, chemical, and pharmaceutical; and 

(c) What experiments, explorations, investigations, and resources 
are possible and necessary to make the United States self-support
ing in its potash requirements; and 

(d) What policies and/ or regulations governing the conserva
tion of natural potash deposits on the public domain or elsewhere 
in the United States are being enforced or are in contemplation for 
promulgation and enforcement. 

CHIPPEWA INDIAN TREATIES 
Mr. SHIPSTEAD. Mr. President, day before yesterday 

the Senate passed a bill which I ask to have reconsidered. 
It is Senate bill 2980, to modify the effect of certain Chip
pewa Indian treaties on areas in Minnesota. I have con
sulted the leaders on both sides of the Chamber, and I find 
that there is no objection to having the bill reconsidered for 
the purpose of offering an amendment to it. 

I therefore ask unanimous consent that the vote whereby 
Senate bill 2980 was passed be reconsidered. 

The PRESIDING OFFICER (Mr. McGILL in t.he chair). 
Without objection, the vote will be reconsidered. 

Mr. SHIPSTEAD. I now send to the desk an amendment 
to the bill, which I ask to have stated. 

Mr. ROBINSON of Arkansas. I suggest to the Senator 
that he let the bill remain on the calendar for the day. 

Mr. SHIPSTEAD. Very well. I ask to have the amend• 
ment printed in the RECORD. 

The PRESIDING OFFICER. Without objection. that or
dex will be made. 
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Mr. SHIPSTEAD's amendment is, on page 2, line 1, after the 

word " treaties " and the colon, to insert the following 
proviso: 

Provided, That in that portion in the said State of Minnesota 
affected by this act the Indian liquor laws shall continue to apply 
to the sale, gift, barter, exchange, etc., of liquors to ward Indians 
of the classes set forth in the act of January 30, 1897 (29 StatL. 
506), and to the manufacture or sale of liquors on individual 
Indian allotments or other individual Indian-owned lands while 
the title to same is held in trust by the United States or while 
the same shall remain inalienable by the Indian without the con
sent of some governmental officer. 

PIONEER NATIONAL MONUMENT, KENTUCKY 

Mr. BARKLEY. Mr. President, there has been organized 
in Kentucky the Daniel Boone Bicentennial Commission to 
provide for a proper celebration of the two hundredth anni
versary of the birth of Daniel Boone. The commission de
sires to purchase certain tracts of land in four or five places 
associated with Boone's activities in Kentucky, and to present 
them to the Government. There is on the calendar a bill 
authorizing the President to accept that donation without 
any expense on the part of the United States. I ask unani
mous consent for the present consideration of the bill. 

The VICE PRESIDENT. Is there objection to the request 
of the Senator from Kentucky? 

There being no objection, the Senate proceeded to con
sider the bill (S. 3443) to provide for the creation of the 
Pioneer National Monument in the State of Kentucky, and 
for other purposes, which was ordered to be engros.5ed for a 
third reading, read the third time, and passed, as follows: 

Whereas no provision has been made to preserve some of the 
great shrines of pioneer history that played their part in the 
drama of the American Revolution, both in resistance to the efforts 
of the British and their Indian a!Iies to wipe out the American 
colonists west of the Alleghenies and thus close in on the colonists 
along the Atlantic seaboard and in waging a counter offensive that 
resulted in the conquest and acquisition of the Old Northwest; 
and -

Whereas four of these shrines in Kentucky represent in con
tinuity a counterpart of the American Revolution east of the Alle
ghenies, to wit: (1) Boonesborough, where the first fort "in the 
West " was erected, the first highway to " the West, · the Wilder
ness Road", terminated, the first colonization was effected, and 
the first legislature met; (2) Boones Station, whence Daniel Boone, 
as lieutenant colonel of the Fayette County Militia, rushed troops 
to the. assistance of various other besieged stations as well as 
joined in the retaliatory campaigns under Gen. George Rogers 
Clark into the Old Northwest, and where he buried his son and 
nephew, who fell at the Battle of Blue Lieks; (3) Bryans Station, 
where the women of the fort sallied forth under the rifles of 
some 600 Indians to procure water for the besieged pioneers on 
August 18, 1782, contributing in large measure to the successful 
defense of the fort; and (4) Blue Licks Battlefield, scene of the 
accredited "Last Battle of the Revolution", August 19, 1782, 
which aroused all of the western colonists to unltedly launch a 
devastating campaign into the Ohio country, under the leader
ship of Gen. George Rogers Clark, that effectually stopped further 
invasion of Kentucky by the British and Indians and was the 
forerunner of the final conquest of the entire Northwest Territory 
for the United States: Therefore 

Be it enacted, etc., That the President of the United States be, 
and he is hereby, authorized and directed to accept donated lands, 
without cost to the United States, of an area appropriate for the 
proper commemoration of the va.lor and sacrifices of the pioneers 
at the sites of Fort Boonesborough, Boones Station, Bryans Station, 
and mue Licks Battlefield in the State of Kentucky, comprising 
noncontiguous tracts to be united by a memorial highway, all in 
it.s entirety to be dedicated to the pioneers of "the West", and es
tablished and set apart as the Pioneer National Monument for the 
preservation of the historical structures and remains thereon and 
for the benefit and enjoyment of the people. 

SEc. 2. That the President of the United States is hereby author
ized to designate a commission, that shall serve without salary, to 
recommend the areas to be preserved for inclusion in the Pioneer 
National Monument. 

SEC. 3. That the said commission &hall be authorized to use the 
franking privilege of the United States mails for the purpose of 
carrying on correspondence relating to, and in furtherance of, 
said work. 

The preamble was agreed to. 
ANTIDUMPING LAWS BY GREAT BRITAIN 

Mr. FESS. Mr. President, I have here a dispatch with a 
London date line in reference to the attitude of Great 
Britain in her dispute with Japan on trade matters, result
irrg frotri the announcement of Mr. Runciman, head of the 
British Board of Trade, as to the new policy of Great Britain. 
It is stated in the dispatch: 

Japan today found the gates to British colonies barred to two 
thirds of her former sales of cotton textiles there as a result of 
Runciman's edict, sounded before a surprised Commons yesterday. 

Quick steps will be taken to revise the duties upward in the 
homeland o~ silk and other Japanese products, and then the 
Dominions will be asked to do likewise. 

The Government anticipates full Dominion cooperation. 

I ask that the dispatch may be inserted in full in the 
RECORD. I call attention to it because it indicates that 
Britain is entering upon a policy to end dumping by addi
tional protective legislation rather than by tariff bargaining. 

There being no objection, the dispatch was ordered to be 
printed in the RECORD, as follows: 

[From the Washington Star, May 8, 1934) 
NEW LA.ws TO END DUMPING PLANNED BY GR.EAT BRrtAIN-SENTI

MENT GROWS FOR PROTECTION AGAINST Low-PRICED Goons 

LONDON, May 8.-New ~ntidumping laws, it was indicated today, 
will be added to Great Bntain's ultra protectionist policy-a policy 
which has led ller into declaring an open trade war on Japan. 

News of the new development came today fast upon the heels ot 
declarations by Walter Runciman, board of trade head and Do
minions Secretary J. H. Thomas that Britain is prepare'd to fight 
with all the means at her command to improve the Empire's trade. 

PROTECTIONIST SENTIMENT GROWS 

It was revealed that there is a growing sentiment in the House 
of Commons for laws to protect home manufacturers and pro
ducers against the competition of low-priced goods here and in the 
colonies and dominions. 

Japan today found the gates to British colonies barred to two 
thirds of her former sales o! cotton textiles there as a result o! · 
Runciman's edict, sounded before a. surprised Commons yester
day. 

Quick steps will be taken to revise the duties upward in the 
homeland on silk and other Japanese products, and then the 
dominions will be asked to do likewise. 

FULL COOPERATION EXPECTED 
The Government anticipates full dominion cooperation, it was 

said in high circles today, because of Britain's willingness to ex
tend Empire trade. 

Thomas, who entered into the debate following the Runciman 
announcement of moves to halt Japanese competition, declared 
every effort will be made to intensify the exchange of products 
among the Empire's dominions and colonies. 

Besides import quotas on cotton and rayon goods from Japan, 
which colonies and protectorates will be asked to introduce, 
Runciman disclosed the Government is considering placing quotas 
against other commodities. 

It was revealed that Neville Chamberlain, Chancellor of the Ex
chequer, already had asked the imports advisory committee for a. 
detailed report on silk duties. 

WASHINGTON AIRPORT 

Mr. GIBSON. Mr. President, some days ago I introduced 
a bill to provide for a national airport in the Capital City 
of the Nation. I now ask unanimous consent to insert in 
the REcoRD a short editorial . from the Washington Post, a 
short editorial from the Washington Star, and two brief 
articles in relation to the subject. 

There being no objection, the editorials and articles were 
ordered to be printed in the RECORD, as follows: 

[From the Washington Post] 
APATHY OVER THE AIRPORT 

Further delay in the construction of a.n airport for Washington 
is forecast by the apathy of both Congress and the District Com
missioners. Congress is content to investigate the subject and 
squabble over proposed sites. The Commissioners have indicated. 
their disapproval of a bill to develop a.n airport at Gravelly 
Point because othel' improvements are considered more urgent. 

A considerable sum wm be needed tn the next few years for 
construction of schools, hospitals, fire and police stations, penal 
Institutions, the Municipal Center, and the proposed sewage-dis
posal plant. No one who is familiar with the urgent needs of 
many District institutions would be inclined to impede these 
plans. Yet the airport project cannot be treated as if it were 
merely a desirable improvement for some future period. 

Dozens of aviators have testified to the hazards resulting from 
the continued use of Washington Airport in its present condition. 
It is a menace to motorists as well as to aviators and their passen
gers. From this viewpoint, if from no other, the Commissioners 
ought to give the project further attention. This 1s not strictly 
a local undertaking, however. Construction of a permanent air 
terminal here must be regarded as part of the general plan of 
developing the Nation's Capital. Obviously the planning of an 
airport that is of national significance ought not to be delayed 
merely because local funds are needed for strictly municipal 
improvements. 

It may be ~sumed that the District wm be required to pay 
part of the cost of the proposed airport. But under the bill in 
question payment of the District's share would begin 10 years 
hence. It would be far better to obligate District funds for 
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~ essential improvements of this kind than to have them accumu
late in surpluses which encourage Congress to reduce its allowance 
to the Capital City. 

[From the Washington Evening Star] 
THE GIBSON AmPORT BILL 

A delegation of citizens has won from the Commissioners a 
promise of "careful consideration" of their recent adverse report 
on the Gibson bill to develop an airport at Gravelly Point. The 
Commissioners' original objection to this measure was based on 
the priority of other pressing local needs, for which no funds are 
now available, and the additional fact that they cannot predict 
what the financial condition of the District will be 10 years hence, 
when the District would begin repaying advances for construction 
of the airport. 

While the Commissioners are perfectly correct in pointing to 
other municipal needs that must be met, there is also merit in the 
contention of the citizens' delegation that the Gibson b111 estab
lishes a convenient method of financing the development. The 
Star erroneously indicated in these columns recently that the 
entire expense of this seminational development would be thrown 
on the local community. That is not the case, as the bill pro
vides for Federal appropriations at the rate of $750,000 a year 
until the total estimated cost of $2,500,000 is met, and at the 
end of 10 years the District would repay half the cost, spreading 
the repayment over 5 years. 

The District is now handicapped by its inab111ty to plan in ad
vance for future improvements, or even to finance the needs 
which are immediate, because of the unsatisfactory system of 
fiscal relationship with the National Government. The commit
ments for future expenditures under the Gibson bill are, however, 
relatively small, and the division of expense, as proposed, is an 
equitable one. 

(From the Washington Herald, May 11, 1934} 

COMMERCE, POSTAL OFFICIALS CONCERNED OVER AmPORT IlAzARD
VIDAL AND BRANCH CITE DANGER IN LOCATION OF MILITilY RoAD; 
URGE IMMEDIATE RELIEF 

Ranking officials of the Commerce and Post Office Departments 
today expressed grave conc.ern over the crowded and unsafe con
ditions prevalent at Washington's airline terminal and urged im
mediate relief from the critical situation by emergency legislation 
in Congress. 

Eugene L. Vidal, Director of Aeronautics, Commerce Depart
ment, declared an emergency to exist at Washington Airport, 
brought on by the imminent advent of two new air lines and the 
seasonal increase of air traffic at the field. 

"The Department has been concerned about conditions there 
for some time", Vidal said, "and now it appears the situation is 
to become worse. 

"The evils wm have to be corrected, or we will be forced to take 
steps to restrict the use of the field." 

ROAD HAZARDOUS 

Vidal pointed to the existence of Military Road, running 
through the middle of the landing area, as the primary obstacle 
to favorable regard of the airport. Only a congressional act can 
do away with the highway. 

Maj. Rudolph Schroeder, Chief of the Air Line Inspection Serv
ice, Commerce Department, supported his superior's views. 

In the Post Office Department, Second Assistant Postmaster 
General Harllee Branch, charged with the administration of the 
air mail, spoke strongly of the "inadequacy of the Capital's air
line terminal." 

"We are cognizant of the hazards surrounding the operation of 
aircraft from the Washington Airport", he said. "There is an 
obvious danger in the presence of Military Road with its heavy 
vehicular traffic bisecting the main runway. 

MEAD PLEDGES AID 

"Steps certainly should be taken immediately toward the elim
ination of this hazard and the general improvement of the air
port. I have landed there, and I know how it is." 

Branch said the Post Office Department was also interested in 
seeing an improvement in airplane and airllne office-housing facil
ities at Washington Airport. 

Echoes of the growing sentiment in favor of immediate elim1na
tion of the airport hazard were heard from Capitol H111, where 
Representative JAMES MEAD (Democrat, New York}, Chairman of 
the House Post Office Committee, annoqnced he would throw his 
support and the support of his committee to whatever adequate 
emergency airport legislation might be introduced. 

[From the Dally News, Wednesday, May 9, 1934) 

AmPORT IMPROVEMENT VITAL IN VIEW OF TRAFFIC INCREASE-WASH
INGTON Am.PORT FACES CRISIS WITH ADDITION OF NEW SERVICES; 
IMMEDIATE PUBLIC ACTIO:-l NECESSARY 

By Bob Ball 
The affairs of Washington Airport have reached a crisis. 

Promised the greatest air-traffic ftow in history, Washington faces 
the prospect of throwing up its hands in despair and saying to 
the Post Office Department and the air lines: Thanks, but we can't 
pandle it. Give it to some other city. 

For years this city has skimped along with one of the smallest, 
dirtiest, and most poorly equipped metropolitan air terminals in 
the country. 

And as the volume of air traffic has increased from year to year, 
louder have become the pleas for improvement from pilots, pas
sengers, air-line heads, and air-minded citi.Zens. 

But never have the city fathers lifted a finger to relieve the 
situation nor the Federal Government cooperated to the best of 
its ability. 

Nor has there ever been unanimity among the seekers of relief. 
Bill after bill has been introduced into congressional committees, 
only to languish and die, while airport proponents fought over 
technicalities and quibbled over details. 

But today the situation is acute. 
With 3 transport lines already operating into Washington from 

4 points on the compass, 2 new lines soon are to be added by the 
Post Office Department. 

By July 1 lines will be operating direct to New York, Detroit, 
Cilicago, Fort Worth, New Orleans, and Miami. There will be a 
minimum of 42 daily arrivals and departures upon Washington 
Airport. And probably more. 

There will be as many as 10 arrivals and departures in 1 hour. 
Safety will be at a prem!um. 

HOUSING PROBLEM 

Every inch of available office space in the administration build
ing already is occupied, with one line forced to do business be
hind a tiny counter out in the waiting room. 

And shortly space wm have to be found for two new air trans
port companies and a field post office. 

Already the passenger waiting room is hopelessly inadequate for 
afternoon rush-period crowds. It will be worse next month. 

Something has got to be done and done immediately. Quib
bling must cease. 

SOLUTION 

There are several possibilities for immediate solution to the 
problem-and it must be realized that this is an emergency and 
must be dealt with accordingly. 

Most reasonable would be for the Federal Government, through 
one of its departments, to lease Washington Airport for a period 
of 5 years, close Military Road by War Department order, and 
secure P.W.A. funds for improvement to the landing area and 
enlargement of the administration building. 

This program could be placed into effect immediately and ma
terial improvement noted within 2 weeks. 

Or, by congressional authorization, the District could carry . out 
the same program. This method would require more time. 

DISPUTE 

Washington Airport is privately owned. Its owners have made 
many minor improvements in recent years, but any extensive de
velopment has been blocked by a disputed title to the land and 
the existence of the Federal road bisecting the two landing areas. 

Only public action will accomplish the desired result. 
Citizens' groups and other associations of the District, in their 

support of the proposed Gravelly Point airport development, have 
opposed the temporary improvement of Washington Airport. 

But a minimum of 5 years must elapse before an airport possibly 
could be constructed at Gravelly Point, conceding that such a. 
project is feasible-and the development of commercial aviation 
in the District would be seriously retarded in the interim. 

NEVERMORE!-EDITORIAL FROM THE NEW YORK HERALD TRIIJUNE 

Mr. HEBERT. Mr. President, I ask unanimous consent 
to have printed in the CONGRESSIONAL RECORD an editorial 
entitled "Neverm01·e!" appearing in the New York Herald 
Tribune of Saturday, May 12, 1934. 

There being no objection, the editorial was ordered to be 
printed in the RECORD, as fallows: 

[From the New York Herald Tribune of May 12, 19341 

NEVERMORE I 

The news permitted to leak out of the White House that some
thing drastic is to be done to N .R.A. will hardly amaze the Amer
ican public. For weeks it has been plain that this vast plan to 
regiment all industry was in serious trouble. Most of its 425 
codes were simply not functioning. Public opposition was mount
ing steadily in every section of the country. 

The statement that a major operation is now to be performed 
and that the codes for all service trades are to be jettisoned comes 
late, not soon. Such a decision would, in fact, do hardly more 
than ratify a rejection already resolved upon and largely effected 
by the general public. The jailing of tailor Maged in Jersey City 
for a nickel undercharge was a small episode in itself. But it 
brought home to the Nation as nothing else could the truth about 
N.R.A.-in particular, its viciously un-American interference with 
the freedom of the individual. 

It remains to be seen just what a "service trade" is and just 
how far the administration is prepared to admit the appalling 
blunders that have been committed in the name of the blue eagle. 
It was in July, 10 months ago, that this 111-fated bird was hatched. 
No such emblem was needed for the first limited and sensible 
steps taken under the Recovery Act. The project as then an
nounced did not go beyond the voluntary organization of sick in
dustries like textiles, oil, and coal. The vicious bl under came 
With the announcement of the blanket code and the mad effort 
that followed to codify all industry. 
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It is not pleasant to look back through these 10 months and 

reflect upon the waste effort, the huge expense to which Amer
ican industry bas been put by this mistake. No one can pretend 
to estimate the extent to which recovery has been retarded by 
these futile motions, these foolish restraints. But the cost has 
unmistakably been great. 

Nor is it easy to forgive the spirit of arrogance with which this 
herding of the American people was undertaken. When the 
newspapers of the country felt obliged to assert their constitu
tionn.l right of free speech they were opposed and insulted. Any 
industry which attempted to assert its views was liable to be 
threatened and bullied. The radio, controlled by the administra
tion through its licensing power, was made the spokesman of the 
new deal and largely restricted to Government propaganda. 
Let us hope that the administration has learned its lesson and 
that such a mad, futile effort will never be made again. 

The truth ls unmistakable now that N.R.A., as thus expanded, 
did not, and could not work in a free America. For the enforce
ment of such price fixing and such wage and hour regulations a 
bureaucratic army of spies would have been necessary compared 
to which the army of prohibition agents would be as a squad. It 
would have been necessary to multiply the courts and the jails 
indefinitely and to find a Siberia to which to send the conscien
tious offenders. And, after such a process of enforcement, Amer
i_ca, as it was founded and preserved through a century and a 
half, would have been dead. 

Fortunately for the historic American eagle there is still a good 
deal of life left in the old bird. The dark bird which was sched
uled to supplant him and which first flapped its wings last summer 
always had an alien look. It seemed more Russian than American, 
and so it has proved to be. His doom was certain. May the 
system of voluntary codes be preserved in those industries for 
which they are suited and which want them! May the effort to 
tell every American what he may charge and how long he can 
work and what he shall be paid be sent back to the land from 
which it came! 

THE DARROW REPORT-EDITORIAL FROM THE WASHINGTON POST 
Mr. HEBERT. Mr. President, I ask unanimous consent 

to have printed in the CONGRESSIONAL RECORD an editorial 
entitled "The Darrow Report", appearing in the Washing
ton Post of Saturday, May 12, 1934. 
· There being no objection, the editorial was ordered to be 

printed in the RECORD, as follows: 
[From the Washington Post, of May 12, 1934] 

THE DARROW REPORT 

It is' fairly safe to assume that the Darrow report, if it had 
been published promptly, in its original form, would never have 
&roused the excitement created by its failure to appear. Uncon
firmed rumors that the findings are to be suppressed or toned 
down have aroused senatorial critics of the N.R.A. and have 
elicited outcries against censorship. As a matter of fact, the con
tents of the report, whatever they may be, seem much less impor
tant than the method of handling it. 

Mr. Darrow's ultraradical views are so well known that few peo
ple would be shocked by any hostile opinions that he may have 
endorsed in the much-discussed document. Unless he was made 
chairman of the national review board on the theory that the best 
way to disarm a hostile critic is to take him into the fold, the 
President must have been preparw for a report that would not 
follow conventional lines. 

The aversion of the present administration to outside criticism, 
even when offered in a friendly spirit, ls well known. It is espe
cially conspicuous in view of the experimental character of the 
emergency legislation and the professed desire of Government o.tfi
cials to profit by constructive suggestions. In this case, inside 
criticism has been invited, and there ls no excuse for a refusal to 
deal with it openly and let the public judge whether it is justi
fied. It is a sign of weakness and poor political strategy to sup
press criticism. regardless of whether it may be justifiable. 

Unless the mystery that surrounds the Darrow report is cleared 
up speedily, therefore, the public will conclude that there is a 
good deal to hlde, and the report may have an influence out of all 
proportion to its real significance. 

THE SIL VER ISSUE-ARTICLE BY ROBERT H. HEMPHILL 
Mr. WHEELER. Mr. President, I ask unanimous consent 

to have printed in the CONGRESSIONAL RECORD an article ap
pearing in the Washington Herald of this day entitled" The 
Silver Issue u, by Robert H. Hemphill. 

There being no objection, the article was ordered to be 
printed in the RECORD, as follows: 

[From the Washington Herald of Saturday, May 12, 1934] 

THE SIL VER ISSUE 

By Robert H. Hemphill, Financial Authority 
A report from the United States Monetary Commission in 1877 

says in part: 
''As the volume of money shrinks the prices fall. 
"When money is decreasing in volume prices have no bottom 

except a .receding one, and they are inexorably ruled by the volume 
of money". 

"In the whole history of the world every great and general 
fall in prices has been preceded by a decrease in the volume oi 
money." 

"At the Christian era the metallic money of the Roman Empire 
amount ed to $1,800,000,000. At the end of the fifteenth century 1t 
had shrunk to $200,000,000. 

" During this period a moot extraordinary and baleful change 
took place in the history of the world. The people were reduced 
by poverty to the most degraded condition of serfdom and misery. 
The disintegration of society was almost complete. 

"The conditions of life were so hard that individual selfishness 
was the only instinct consistent with self-preservation. 

"All public spirit, all generous emotions, all noble asplration9 
of men shriveled and disappeared as the volume of money shrunk 
and prices fell. 

"Without money civllization could not have had a beginning; 
with a diminishing supply it must languish, and unless relieved, 
finally perish." 

Since 1929 we have had here in the United States, to a limited 
extent, a repetition of the historic dark ages which all real 
students of financial history ascribe to the progressive contraction 
of the money in circulation and the consequent parallel cessation 
of the creation and exchange of wealth, with its increasing 
poverty. 

The patriots in Congress who are struggling to increase the 
supply of money in circulation, who refuse to accept dictation ot 
the administration, are struggling to prevent in these United 
States a repetition of th.e pathetic picture described by the Mone
tary Commission. 

It is h igh time the thoughtful and courageous agriculturists, 
merchants, and industrialists of this country come awake and 
inquire into just what is going on behind the scenes in Wash .. 
ington. 

MESSAGE FROM THE HOUSE 
A message from the House of Representatives, by Mr. 

Chaffee, one of its cleTks, announced that the House had 
passed a bill <H.R. 8781) to increase employment by author
izing an appro.priation to provide for emergency construction 
of public highways and related projects, and for other pur
poses, in which it requested the co:rJ.currence of the Senate. 

MESSAGES FROM THE PRESIDENT 
Messages in writing from the President of the United 

States were communicated to the Senate by Mr. Latta, one 
of his secretaries. 

HOUSE BILL REFERRED 
The bill <H.R. 8781) to increase employment by author..-· 

izing an appropriation to provide for emergency construe· 
tion of public highways and related projects, ~d for other 
purposes, was read twice by its title and referred to the 
Committee on Post Offices and Post Roads. 

REGULATION OF SECURITIES EXCHANGES 

The Senate resumed the consideration of the bill (S. 3420) 
to provide for the regulation of securities exchanges and of 
over-the-counter markets operating in interstate and for• 
eign commerce and through the mails, to prevent inequitable 
and unfair practices on such exchanges and markets, and 
for other purposes. 

Mr. FLETCHER obtained the floor. 
Mr. KEAN. Mr. President, will the Senator yield to en

able me to offer an amendment? 
Mr. FLETCHER. I yield to the Senator from New Jersey 

for that purpose. 
Mr. KEAN. I offer the amendment which I send to the 

desk and ask that it may be read. 
The VICE PRESIDENT. Does the Senator desire the 

amendment read, or does he merely desire it printed in the 
RECORD? 

Mr. FLETCHER. Mr. President, the amendment has been 
printed. I do not believe the Senator cares to have it read. 

Mr. KEAN. I will make a statement about it. I have 
here a comparison of the United States Securities Act 
with the British Companies Act. The comparison is only 
about 20 pages long. Shall I go over it? 

Mr. FLETCHER. The Senator may do whatever he 
wishes. I do not care. I am ready to vote on the amend
ment. Let the Senator present his amendment and we will 
vote on it. 

Mr. KEAN. Perhaps I had better withdraw my amend
ment and offer it as a substitute for the amendment of the 
Senator from Florida. Would that be more satisfactory? 
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Mr. FLETCHER. I will leave that entirely to the Senator 

from New Jersey. It would not be properly a substitute for 
my amendment, but I leave that to the Senator. 

Mr. KEAN. I do not want unnecessarily to take up any 
time, but I do want to get the amendment properly before 
the Senate. I think it is a very important amendment to 
the people of the United States, and I am very anxious 
to have it considered. 

Mr. FLETCHER. We will pursue the course suggested. 
I will offer my amendment and the Senator may then 
off er his amendment as a substitute for mine. 

.Mr. KEAN. That will be satisfactory. 
The VICE PRESIDENT. The Chair has recognized the 

Senator from Florida who yielded to the Sena·tor from 
New Jersey to offer an amendment. The Senator from 
New Jersey offered the amendment. Does he now with
draw it? 

Mr. KEAN. I withdraw my amendment at the request 
of the Senator from Florida. 

The VICE PRESIDENT. The Senator from New Jersey 
withdraws his amendment. The Senator from Florida has 
the floor. 

Mr. FLETCHER. Mr. President, I offer the amendment 
which I send to the desk. The amendment was printed 
neairly 2 weeks ago and has been on the desks of Senators 
fully that long. The amendment which I am now offering 
is the same as printed except that I have made one slight 
change. Perhaps the clerk had better read the ·entire 
amendment. 

Mr. HASTINGS. Mr. President, before the clerk reads 
the amendment may I invite the Senator's attention to the 
fact that, as I recollect, we 31re by unanimous consent pro
ceeding under a 15-minute limitation upon debate upon 
the bill and upon any amendment. I am quite certain those 
of us who consented to that arrangement had no idea at 
the time that this important amendment was to be offered. 
I think the general impression was, and I certainly am 
not blaming anybody for it, that the two amendments to 
the Securities Act would not be offered. That impression 
persisted in my mind until late yesterday when I did what 
I perhaps ought to have done in the first place. I went 
to the chairman of the committee who had prepared the 
amendment and asked him about it. 

It was late yesterday when we learned definitely that the 
particular amendments were to be offered to the Securities 

·Act. I have for 2 or 3 hours this morning been trying to 
find out what one of the amendments is intended to accom
plish. I say to the Senate that it will be impassible for 
any Senator, within a period of 15 minutes or 30 minutes, 

·or even an hour, in my judgment, to explain the amendment 
to the Senate. We have not had the advantage of any 
report from the committee. We have not had a word of 
explanation except that which· we are now to hear from the 
Senator from Florida. I think the Senate ought to consent 
that the agreement into which we entered some time day 
before yesterday limiting debate should be set aside. This 
is a very important amendment and it will take a good deal 
of time to consider it. 

Mr. ROBINSON of Arkansas. Mr. President, may I in
form the Senator from Delaware that I should object to any 
such arrangement? We have been a whole week consider
ing the bill. The amendments of the Senator from Florida, 
to which the Senator from Delaware refers, have been pend
ing sincz the 26th of April, more than 2 weeks. 

Mr. FLETCHER. Mr. President, how anyone can say he . 
did not suppose I was going to off er the amendments is be
yond my comprehension. I have insisted on offering them. 
I offered them early in the consideration of the bill, but the 
Senator from Oregon [Mr. McNARY] suggested that we ought 
to amend the bill itself before we took up title II to amend 
the Securities Act. I yielded to that suggestion because I 
thought he was right about it. Therefore, I have given way 
to all amendments that were offered to the bill itself. I 

. have b~en patiently waiting until we reached these two 
amendments, but I never have indicated or even thought 
that the amendments were not to be presented. I have been 

insisting upan presenting them all the while. They have 
been here for 2 weeks, and Senators. have certainly had an 
opportunity to study them. It is absurd to come here at the 
last minute and say there has not been time to consider 
them. 

Mr. HASTINGS. Mr. President, I ask unanimous consent 
that the agreement with respect to 15-minute limitation on 
debate shall not apply to the chairman of the committee 
who has offered the amendment. 

Mr. ROBINSON of Arkansas. I object. 
The VICE PRESIDENT. Objection is heard. Does the 

Senator from Florida desire the amendment read? . 
Mr. FLETCHER. I think the amendment had better be 

read. 
Mr. JOHNSON. Mr. President, may I call attention 

simply to a matter of title? The amendment is entitled 
"Title II." There is a title II now in existence in the 
Securities Act. It is a title which has never been put in 
opera ti on, but nevertheless exists. 

Mr. FLETCHER. The amendment has reference to title 
II of the bill now before the Senate, and not title II of the 
Securities Act. 

Mr. JOHNSON. I beg the Senator's pardon. I thought 
the amendment had reference to title II of the Securities 
Act. 

Mr. FLETCHER. No. I ask that my amendment may be 
read. 

The VICE PRESIDENT. The amendment will be read. 
The CmEF CLERK. On page 57, after line 9, it is proposed 

to insert the following: 
TITLE II-AJ.i.ENDMENTS TO SECURITIES ACT OF 1933 

SECTION 201. (a) That paragraph (1) of section 2 of the Securi
ties Act of 1933 is amended to read as follows: 

" The term ' security ' means any note, stock, treasury stock, 
bond, debenture, evidence of indebtedness, certificate of interest 
or participation in any profit-sharing agreement, collateral-trust 
certi.fl.cate, preorganlzation c~rti.fl.cate or subscription, transferable 
share, investment contract, voting-trust certificate, certi.fl.cate of 
deposit : '.lr a security, fractional undivided interest in oil, gas, or 
other mineral rights, or, in general, any interest or instrument 
commonly known as a •security', or any certi.fl.cate of interest or 
participation in, temporary or interim certificate for, receipt for, 
or warrant or right to subscribe to or purchase, any of the 
foregoing." 

(b) Paragraph (4) of such section 2 is amended to read as 
follows: 

" ( 4) The term • issuer ' means every person who issues or pro
poses to issue any security; except that with respect to certificates 
of deposit, voting-trust certi.fl.cates, -or collateral-trust certificates, 
or with respect to certificates of interest or shares in an unincor
porated investment trust not having a board of directors (or 
persons performing similar functions) or of the fixed, restricted 
management, or unit type, the term 'issuer' means the person 
performing the acts and assuming the duties of depositor or 
manager pursuant to the provisions of the trust or other agree
ment or instrument under which such securities are issued; and 
except that with respect to equipment-trust certificates or like 
securities, the term • issuer ' means the person by whom the 
equipment or property is or is to be used; and except that with 
respect to fractional undivided interests in oil, gas, or other min
eral rights, the term • issuer ' me3.Ils the owner of any such right 
or of any interest in such right (whether whole or fractional) 
who creates fractional interests therein for the purpose of public 
offering." 

(c) Paragraph (10) of such section 2 is amended to read as 
follows: 

"(10) The term •prospectus' means any prospectus, notice, 
circular, advertisement, letter, or communication, written or by 
radio, which offers any security for sale; except that (a) a com
munication shall not be deemed a prospectus if it is proved that 
prior to or at the same time with such communication a written 
prospectus meeting the requirements of section 10 was sent or 
given to the person to whom the communication was made, by the 
person making such communication or his principal, and (b) a 
notice, circular, advertisement, letter, or communication in respect 
of a security shall not be deemed to be a prospectus if it states 
from wholl). a written prospectus meeting the requirements of sec
tion 10 may be obtained and, in addition, does no more than 
identify the security, state the price thereof, and state by whom 
orders will be executed." 

SEC. 202. (a) Paragraph (2) of section 3 (a) of such act 1s 
amended to read as follows: 

"(2) Any security issued or guaranteed by the United States or 
any Territory thereof, or by the District of Columbia, or by any 
State of the United States, or by any political subdivision of a 
State or Territory, or by any public instrumentality of one or more 
States or Territories, or by any person controlled or supervised by 
and acting as an instrumentality of the Government of the 
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United States pursuant to authority granted by the Congress of 
the United States, or any certUlcate of deposit for any of the 
foregoing, or any security issued or guaranteed by a.ny national 
bank, or by any banking institution organized under the laws of 
any State or Territory or the District of Columbia, the business of 
which is substantially confined to banking and is supervised by 
the State or Territorial banking commission or similar official; 
or any security issued by or representing an interest in or a direct 
obligation of a Federal Reserve bank "; 

(b) Paragraph (4) of such section 3 (a) is amended by striking 
out " corporation ,, and inserting in lieu thereof " person." 

( c) Such section 3 (a) is further amended by striking out the 
period at the end of paragraph (8) and inserting in lteu thereof a 
semicolon. and by inserting immediately after such paragraph (8) 
the following new paragraphs: 

"(9) Any security issued by a person where the issue of which 
it is a part ls exchanged by it with its own security holders exclu
sively and where no commission or other remuneration is paid or 
given directly or indirectly for soliciting such exchange; 

"(10) Any security which is issued in exchange for one or more 
bona fide outstanding securities, claims or property interests, 
or partly in such exchange and partly for cash, where the condi
tions of such issuance are subject to the supervision of any court, 
or of any official or agency of the United States authorized to 
exercise such supervision, or of any State banking or insurance 
com.mission or similar authority; 

" ( 11) Any security which is a part of an issue sold only to 
persons resident within a single State or Territory, where the 
issuer of such security is a person resident and doing business 
within, or, if a corporation, incorporated by and doing business 
within, such State or Territory." 

SEC. 203. (a) Paragraph (1) of section 4 of such act is amended 
(1) by striking out "not with or through an underwriter a.nd "; 
and (2) by striking out "last" and inserting in lieu thereof 
"first." 

(b) Paragraph (3) of such section 4 is hereby repealed. 
SEc. 204. Subsection ( c) of section 5 of such act is hereby 

repealed. 
SEC. 205. Paragraph (1) of section 10 (b) of such act is 

amended to read as follows: 
" ( 1) When a prospectus is used more than 13 months after 

the effective date of the registration statement, the information 
in the statements contained therein shall be as of a date not 
more than 12 months prior to such use, so far as such information 
is known to the user of such prospectus or can be furnished by 
such user without unreasonable effort or expense." 

SEC. 206. (a) Section 11 (a) of such act is amended by adding,. 
after the last line thereof, the following new sentence: " If such 
person acquired the security after the issuer has made .generally 
available to its security holders an earning statement covering a 
period of at least 12 months beginning after the effective date of 
the registration statement, then the right of recovery under this 
subsection shall be conditioned on proof that such person acquired 
the security relying upon such untrue statement in the regis
tration statement or relying upon the registration statement and 
not knowing of such omission, but such reliance may be estab
lished without proof of the reading of the registration statement 
by such person." 

(b) Clauses (C) and (D) of paragraph (3) of section 11 (b) 
of such act are amended to read as follows: "(C) as regards any 
part of the registration statement purporting to be made on the 
authority of an expert (other than himself) or purporting to be 
a copy of or extract from a report or valuation of an expert 
(other than himself), such part was made by an expert selected 
after reasonable investigation and with reasonable ground for 
belief in his ability for such purpose, and he had no reasonable 
ground to believe and did not believe, at the time such pa.rt of 
the registration statement became effective, that the statements 
therein were untrue or that there was an omission to state a 
material fa.ct required to be stated therein or necessary to make 
the statements therein not misleading, or that such part of the 
registration statement did not fairly represent the statement of 
the expert or was not a fair copy of or extract from the report 
or valuation of the expert; and (D) as regards any part of the 
registration statement purporting to be a statement made by an 
official person or purporting to be a copy of or extract 1rom a 
public official document, he had no reasonable ground to believe 
and did not believe, at the time such part of the registration 
statement became effective, that the statements therein were un
true, or that there was an omission to state a material fact re
quired to be stated therein or necessary to make the statements 
therein not misleading, or that such part of the registration 
statement did not fairly represent the statement made by the 
official person or was not a fair copy of or extract from the public. 
official document." 

( c) Subsection ( c) of such section 11 is amended to read as 
follows: 

"(c) In detennlning, for the purpose of paragraph (3) of sub
section (b) of this section, what constitutes reasonable investi
gation and reasonable ground for belief, the standard of reason
ableness shall be that required of a prudent man in the manage
ment of his own property." 

( d) Subsection ( e) of such section 11 is amended to read as 
follows: 

"(e) The suit authorized under subsection (a) may be to 
recover such damages as shall represent the difference between 
the amount paid for the security (not exceeding the price at 
which the security was o1Iered to the public) a.nd (1) the value 

thereof as of the time such suit was brought, or (2) the price at 
which such security shall have been disposed of in the market' 
before suit, or (3) the price at which such security shall have been 
disposed of after suit but before judgment if such damages s~ 
be less than the damages representing the difference between the 
amount paid for the security (not exceeding the price at whicW 
the secuilty was offered to the public) and the value thereof as otJ 
the time such suit was brought: Promdetl, That if the defendant! 
proves that any portion or all of such damages represents other1 

than the depreciation in value o:f such security resulting from1 

such part of the registration statement, with respect to which his 
liability is asserted, not being true or omitting to state a material 
fact required to be stated therein or neeessa.ry to make the state-•

1
. 

ments therein not misleading, such portion of or all such damages 
shall not be recoverable. In no event shall any underwriter ! 
(unless such underwriter shall have received for acting as an: 
underwriter some benefit, directly or indirectly, greater than 
underwriters similarly situated with reference to the issuer, or 
other underwriters) be liable 1n any suit or as a consequence of 

1 suits authorized under subsection (a) for damages m excess of the ! 
total price at which the securities underwritten by him were 
offered to the public. In any suit under this or any other section ' 
of this title the court may, in its discretion. require an undertak-j 
ing for the payment of the costs of such suit, including reasonable 
attorney's fees, and if judgment shall be rendered against a party 
litigant, upon the motion of the other party litigant, such costs j 
may be assessed 1n favor of such party litigant (whether or not 
such undertaking has been reqUired) if the court believes the 

1 suit or the defense to have been without merit. in an amount . 
sufficient to reimburse him for the reasonable expenses incurred I 
by him in connection with such suit, such costs to be taxed 1n 
the manner usually provided for taxing of costs 1n the court 1n l 
which the suit was heard." 

1 Sm. 207. Section 13 of such act 1s amended (a) by striking out . 
" 2 years " wherever it appears therein and inserting in lieu \ 
thereof " 1 year "; (b) by striking out " 10 years " and inserting · 
in lieu thereof " 5 years "; and ( c) by inserting immediately be- , 
fore the period at the end thereof a. comma and the following: 
.. or under section 12 ( 2) more than 5 years after the sale." 

SEC. 208. Section 15 of such act 1s amended by inserting lm· 
mediately before the period at the end thereof a comma and the 
following: " unless the act for which such controlled person is 
alleged to be liable under section 11 or 12 was not performed at 
the direction of the controlling person nor to enable such con
trolling person to evade liability under said sections." 

SEC. 209. (a) The first sentence of subsection (a) of section 19 
of such act is amended by striking out the word " accounting .. 
and inserting 1n lieu thereof the following: ~· terms deemed by 
the Commission to be accounting, technical." 

(b) Subsection (a) of such section 19 is further amended by 
adding at the end thereof the following new sentience: "Acts done 
or omitted in good faith in compliance with the rules and regu
lations of the Commission authorized by this title shall be 
deemed, for the purpose of detennlning any and all liablllty un
der this title, to be in compliance with its provisions, notwith
standing the fact that such rules and regulations may, af~er such 
a.ct or omission, be amended or rescinded or be determmed by 
judicial or other authority to have been made by the Com.mission 
in excess of, or contrary to, the authority conferred upon it by 
the provisions of this title." 

SEC. 210. Upon the expiration of 90 days after the date upon 
which a majority of the members of the Federal Securities Ex
change Commission appointed under section 4 of title I of this 
act have qualified and taken office, all powers, duties, and func
tions of the Federal Trade Commission under the Securities Act 
of 1933 shall be transferred to such Commission, together with all 
property, books, records, and unexpended balances of appropria.
t1ons used by or available to the Federal Trade Commission for 
carrying out its functions under the Securities Act of 1933. 

On page 1, after line 2, insert: ti· 
" TITLE !-REGULATION OF SECURITIES EXCHANGES " 

In sections 2 to 30, both inclusive, of the bill, except in section 
7 (d), strike out the word "act" wherever it appears and insert 
in lieu thereof the word " title." , 

Mr. FLETCHER. Mr. President, it will be observed after 
listening to the reading of this amendment that its purpose 
is to clarify certain provisions of the present Securities Act 
to relieve it of some ambiguities and to liberalize it. The 
effort has been to meet objections and criticisms and com· 
plaints which have come to the committee that the present 
act is too drastic, and is interfering with business. We 
have tried to meet those objections by t~ amendment; 
and, so far as I know, no objection has been r31ised to the 
amendment. 

I have conferred with a number of Senators, and, so far 
as I know, the amendment has met with their universal 
approval. I have heard no objection to it. At any rate, 
Mr. President, I have not only had the amendment printe~ 
but it has been on the desks of Senators, and I have talked 
with them about it. There never has been any other pur
pose than to present the amendment at the proper time. 
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Last Monday I had inserted in the RECORD a memoran

dum explanatory of the amendment, and it has been in 
the CONGRESSIONAL RECORD ever since then. I now ask that 
the clerk read-because he has a better voice than I have-
the memorandum which I send to the desk, which will ex
plain the provisions of the amendment. 

The PRESIDING OFFICER (Mr. BACHMAN in the chair). 
Without objection, the memorandum will be read. 

The legislative clerk read as follows: 
MEMORANDUM EXPLANATORY OF SUGGESTED AMENDMENTS TO THE 

SECURITIES ACT 

Amendment to section 2 (1): The purpose of this amendment is 
to make it clear that certificates of deposit, fractional oil roya.ities, 
anu similar interests are included within the definition of a se
curity and thus subject to the Securities Act. Some doubt exists 
whether they are so included under the present language of the 
act. 

Amendment to section 2 (4): The purposes of this amendment 
are ( 1} to eliminate a guarantor from the definition of an issuer 
and (2) to define the issuer of fractional undivided interests in 
oil, gas, or other mineral rights. The words " or persons " have 
also been deleted from the definition of an issuer of certificates 
of deposit, etc. The singular will include the piural where neces
sary, and the express use of the plural word has caused some 
doubts about the commission's interpretation that a committee, 
trust, or other entity, and not the individual member, is the issuer 
intended by the definition. Putting the status of an issuer of the 
guaranteed security upon the guarantor raises serious practical 
d.ifficulties in connection with the filing of registration state
ments. The act will adequately cover guarantors and the furnish
ing of information concerning them without this clause. The 
amendment respecting fractional undivided interests in oil, gas, or 
other mineral rights ls necessary in connection with the amend
ment to section 2 (1). 

Amendment to section 2 (10): The purposes of this amendment 
are (1) to make clear beyond any doubt the interpretation of the 
commission that literature accompanying a prospectus as well as 
literature sent subsequent to the sending of a prospectus shall 
not be required to conform to the prospectus requirements of 
section 10 of the act, and ( 2) to remove from a person required to 
furn1s:t:i a prospectus the absolute duty to see that the prospectus 
is received by the person to whom it is sent. It seems sufficient 
to require proof of the actual sending of a prospectus without 
making the sender take all risks of nondellvery. 

Amendment to section 3 (a) (2): The purposes of this amend
ment are: (1) to put the District of Columbia upon a parity with 
the States with reference to the exemption of bank stocks issued 
by banks organized under the laws of the District of Columbia· 
~2) to exempt municipal bondholders' protective committes; and 
(3) to extend the scope of the public instrumentality exemption 
to expa;ncting activities in which governments are indulging. The 
exemption of municipal bondholders' protective committees is 
dictated purely by considerations of expediency. These commit
tees have generally had a good record in the past. There is far 
from the urge present in these cases as contrasted with industrial 
and real-estate reorganizations for committee members to take 
responsibility for the sake of profit, so that as a practical matter 
there is hesitation on the part of committee members to assume 
even a. slight responsibility. The extension of the public instru
mentallty exemption is dictated by conservative decisions of 
courts which have refused to regard as "essential governmental 
functions" such activities as the furnishing of light, transporta
tion, power, and even water. 

Amendment to section 3 (a) (4): The purpose of this amend
ment is to correct an obvious error in the original act which 
limited this exemption simply to corporate organizations when 
its extension to unincorporated associations ls equally defensible 
1n practice and in theory. 

Amendment adding sections 3 (a) (9), (10), and (11): This 
amendment has several purposes. The primary purpose of the 
amendment is to make clear that the exemptions accorded by the 
present sections 4 (3) and 5 (c) of the act extend beyond the 
particular transactions therein covered, to the security itself. 
Considerable confusion has existed on this point, and the amend
ment is merely a confirmation of interpretations of the sections 
by the Commission. The new section 3 (a) (9) incorporates the 
first clause of the existing section 4 (3), and makes clear 1n 
accordance with the interpretation of the Commission, that tn 
order that the exemption may be available the entire issue must 
be exchanged exclusively with existing security holders. This 
paragraph also effects a change which makes clear that the type 
of commission or other remuneration the payment of which Will 
remove the exemption is that paid for soliciting an exchange. 
This conforms to the interpretation of the Commission. The new 
section 3 (a) (10) incorporates the second clause of the existing 
section 4 (3) and substantially extends the present provisions in 
order to cover various forms of readjustments of the rights of 
holders of outstanding securities, claims, and property interests 
where the holders will be protected by court supervision of the 
conditions of the issuance of their new securities. Also, such 
readjustments under the supervision of officials and agencies of 
the United States and under the supervision of State banking, 
Insurance. and similar otlicials are brought within the exemption. 
Thus, the amended section will afford an exemption to securiti.ea 
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issued in {!{)nnection with a readjustment of outst anding real 
estate bond issues, and the exemption will also cover securities 
issued under the supervision of the Comptroller of the Currency, 
the Federal Reserve Board, and similar Federal officials, as well as 
state banking and insurance officials. By the requirement that 
securities, claims, and property interests must be bona fide out
standing, the new section will provide protection against resort to · 
tp.e exemption for the purpose of evading the registration require
ments of the act. The new section 3 (a) (11) incorporates the 
existing section 5 (c) of the act and further makes clear that 
the exemption ls not limited to the use of the m ails. Thus, a 
person who comes within the purpose of the exemption but hap
pens to use a newspaper for the circulation of his advertising 
literature, which newspaper is transmitted in interstate commerce, 
does not thereby lose the benefits of the exemption. 

Amendment to section 4 (1): The purposes of this amendment 
are (1) to remove the phrase "'not with or through an under
writer" in the second clause of the section; and (2) to correct 
an error in the third clause of the section, making it clear that 
the original date of the public offering is the date from which 
the year is to be calculated during which a dealer is bound to 
supply his customers with a prospectus. The Commission has 
recognized by its interpretations that a " public ottering " is 
necessary for " distribution." Therefore, there can be no under
writer within the meaning of the act in the absence of a public 
offering and the· phrase eliminated in the second clause is really 
superfluous. 

Repeal of sections 4 (3) and 5 (c): These are in accordance with 
the amendment provided by the new sections 3 (a) (9) (10) 
and (11). 

Amendment to section 10 (b) (1): The purpose of this amend
ment is to place only a reasonable instead of an absolute duty 
upon the user of a prospectus 13 months after its issuance of 
keeping the information therein up to date. It was originally 
conceived that users of prospectuses could protect themselves 
herein by contract with the issuer, but it appears only too likely 
that users of the prospectus will not have the forethought, a.nd 
therefore will be left in a. situation where they cannot of their own 
accord conform with the requirements of the act. 

Amendment to section 11 (b) (3): This amendment restates 
the existing section. It seems that the section as written, though 
meaning the same thing, has had an unfortunate psychological 
effect. 

Amendment to section 11 (c): This amendment has the same 
purpose as the preceding amendment. The term "fiduciary rela
tionship " has been terrifyingly portrayed. The amendment sub
stitutes for that language the accepted common-law definition o! 
the duty of a fiduciary. 

Amendment to section 11 (e): This amendment is the most im
portant of all. It has three purposes: (1) it perm.its the defend
ant in an action under section 11 to reduce the damages so that 
he Will not be liable for damages which he proves had no rela
tion to his misconduct; (2) it provides that an underwriter who 
does not receive any preferential treatment is permitted to limit 
his total liability for all suites brought under section 11 to the 
extent of the public offering price of the securities which he 
underwrote; and (3) it provides, as a defense against black
mail suits as well as a defense against purely contentious litiga
tion on the part of the defendant, that a court can require a 
bond far costs and can assess costs against either the plain
tiff or the defendant, where the court ls convinced either that 
the plain.tiff's suit had no merit or that the defendant's defense 
had no merit. The suggested amendment seems equitable. 

Amendment to section 13: The purpose of this amendment is to 
reduce the periods of limitations on actions to one half of those 
at present provided by the section; and also to correct an appar
ently inadvertent omission by making the 5- (formerly 10-) year 
period of limitation on actions expressly applicable to section 
12 (2). ' 

Amendment to section 15: The purpose of this amendment is to 
restrict the scope of the section so as more accurately to carry 
out its real purpose. The mere existence of control is not made 
a. basis for liability unless that control is effectively exercised to 
bring about the action upon which liability is based. 

Amendment to section 19 (a): The purpose of this amendment 
is to permit the regulations of the Commission, under the powers 
conferred upon it, adequately to protect persons who rely upon 
them in good faith. The powers of the Commission are also 
extended to include the defining of technical as well as trade 
terms. 

Mr. FLETCHER. Mr. President, I offer the amendment, 
and I hope the Senate will agree to it. 

Mr. KEAN. Mr. President, I now offer my amendment as 
a substitute for the amendment of the Senator from Florida, 
and should like to have it read. 

The PRESIDING OFFICER. The clerk will read. 
The reading clerk proceeded to read the amendment. 
Mr. BARKLEY. Mr. President, has this amendment been 

printed in the RECORD? 

Mr. KEAN. No; it has not been printed in the RECORD. 

Mr. BARKLEY. It has been printed for the benefit of 
Senators for some days? 

Mr. KEAN. Yes. 
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Mr. BARKLEY. Is the Senator willing to have the fur

ther reading of the amendment dispensed with and let it 
be printed in the RECORD? 

Mr. KEAN. If the Senator wishes to make a motion to 
. that effect, I shall agree to it. 

Mr. BARKLEY. I ask unanimous consent that the fur
ther reading of the amendment be dispensed with and that 
it be printed in the RECORD. 

The PRESIDING OFFICER. Without objection, the fur
ther reading of the amendment will be dispensed with, and 
the amendment will be printed in the RECORD. 

Mr. KEA..."'i's amendment entire is as follows: 
TITLE II 

PART I 

PROSPECTUS 

SECTION 1. (1) A prospectus issued by or on behalf of a com
pany or in relation to an intended company shall be dated, and 
that date shall, unless the contrary is proved, be taken as the date 
of publication of the prospectus. 

(2) A copy of every such prospectus, signed by every person 
who is named therein as a. director or propornd director of the 
company, or by his ~ent authorized in writing, shall be delivered 
to the commission for registration on or before the date of its 
publication, and no such prospectus shall be issued until a copy 
thereof has been so delivered for registration. 

(3) The commission ehall not register any prospectus unless it 
1s dated, and the copy thereof signed, in manner required by this 
section. 

(4) Every prcspectus shall state on the face of it that a copy 
has been delivered for registro.tion as required by this section. 

(5) If a prospectus is issued without a copy thereof being so 
delivered, the company, and every person who is knowingly a 
party to th~ issue cf the prospectus, shall be liable to a fine not 
exceeding $25 for every day from the date of the issue of the 
prospectus until a copy thereof is so delivered. 

SEC. 2. (1) Every prospectus issued by or on behalf of a com
pany, or by or on behalf of any person who is or has been en
gaged or interested in the formation of the company, must state 
the matters specified in part I of the schedule of this act and 
set out the reports specified in part II of the schedule, and the 
said parts I and II shall have effect subject to the provisions con
tained in part III of the schedule. 

(2) A condition requiring or binding an applicant for shares 
in bonds or debentures of a company to waive compliance with 
any requirement of this section, or purporting to affect him with 
notice of any contract, document, or matter not specifically 
referred to in the prospectus, shall be void. 

(3) It shall not be lawful to issue any form of application for 
shares in bonds or debentures of a company unless the form ls 
issued with a prospectus which complies with the requirements of 
this section: Provided, That this subsection shall not apply if tt 
is shown that the form of application was issued either (a) in 
connection with a bona fide invitation to a person to enter into 
an underwriting agreement with respect to the shares or de
bentures; or (b) in relation to shares, bonds, or debentures which 
were not offered to the public. 

If any person acts in contravention of the provisions of this 
subsection, he shall be liable to a fine not exceeding $2,500. 

(4) In the event of noncompliance with or contravention of any 
of the requirements of this section. a director or other person 
responsible for the prospectus shall not incur any liability by 
reason of the noncompliance or contravention, if (a) as regards 
any matter not disclosed, he proves that he was not cogniza.nt 
thereof; or (b) he proves that the noncompliance or · contra
vention arose from an honest mistake of fact on his part; or (c) 
the noncompliance or contravention was in respect of matters 
wh.fch in the opinion of the court dealing with the case were 
immaterial or was otherwise such as ought, in the opinion of 
that court, having regard to all the circumstances of the case, 
reasonably to be excused: Provided, That in the event of failure 
to include in a prospectus a statement with respect to the matters 
specified in para·graph 15 of part I of the schedule to this act, 
no dire~tor or other person shall incur any liability in respect 
of the failure unless it be proved that he had knowledge of the 
matters not disclosed. 

(5) This section shall not apply to the issue to existing mem
bers, bond holders, or debenture holders of a company of a 
prospectus cir form of application relating to shares in bonds or 
debentures of the company, whether an applicant for shares, 
bonds, or debentures will or will not have the right to renounce 
in favor of other persons, but, subject as aforesaid, this section 
shall apply to a. prospectus or a form of application whether 
issued on or with reference to the formation of a company or 
subsequently. 

(6) Nothing in this section shall limit or diminish any liability 
which any person may incur under the general law or this act 
a.part from this section. 

SEc. 3. ( 1) A company limited by shares or a company limited 
by guaranty and having .a share capital shall not, previous to.the 
statutory meeting, vary the terms of a contract referred to in the 
prospectw, or statement in lieu of prospectus, except subject to 
the approval of the statutory meeting. 

(2) This section shall not apply to a private company. 

SEc. 4. ( 1) Where a prospectus invites persons to subscribe for 
shares in bonds or debentures of a company-

(a) every person who is a director of the company at the time 
of the issue of the prospectus; 

(b) every person who has authorized himself to be named and 
is named in the prospectus as a director or as having agreed to 
become a director either immediately or after an interval of time; 

( c) every person being a promoter of the company; and 
· (d) every person who has authorized the issue of the pros
pectus, 
shall be liable to pay compensation to all persons wl:lo subscribe 
for any shares, bonds, or debentures on the faith of the pros
pectus for the loss or damage they may have sustained by reason 
of any untrue statement therein, or in any report or memo
randum appearing on the face thereof, or by reference incor
porated therein or issued therewith, unless it 1s proved-

(i) that having consented to become a director of t'he company 
he withdrew his consent before the issue of the prospectus and 
that it was issued without his authority or consent· or ' 

(ii) that the prospectus was issued without his' knowledae or 
consent and that on becoming aware of its issue he forthwith 
gave reasonable public notice that 1t was issued without his 
knowledge or consent; or 

(iii) that, after the issue of the prospectus and before allot
ment thereunder, he, on becoming aware of any untrue statement 
therein, withdrew his consent thereto, and gave reasonable public 
notice of the withdrawal, and of the reason therefor- or 

(iv) that- ' 
(a) as regards every untrue statement not purporting to be 

made on the authority of an expert or of a public official docu
ment or statement, he had reasonable ground to believe, and did 
up to the time of the allotment of the shares or debentures, as 
the case may be, believe that the statement was true; and 

(b) as regards every untrue statement purporting to be a state
ment by an expert or contained in what purports to be a copy of 
or extract from a.report or valuation of an expert, it fairly rep
resented the statement, or was a correct and fair cdpy of or extract 
from the report or valuation; and 

( c) as regards every untrue statei:;nent purporting to be a state
ment made by an official person or contained in what purports to 
be a copy of or extract from a public official document, it was a 
correct and fair representation of the statement or copy of or 
extract from the document: 

Provided. That a person shall be -liable to pay compensation as 
aforesaid if it is proved that he had no reasonable ground to be
lieve that the person making any such statement, report, or valua
tion as ls mentioned in paragraph (iv) (b) of this subsection 
was competent to make it. 

(2) Where the prospectus contains the name of a person as a 
director of the company, or as having agreed to become a director 
thereof, and he has not consented to become a director, or has 
withdrawn his consent before the issue of the prospectus, and has 
not authorized or consented to the issue thereof, the directors of 
the company, except any without whose knowledge or consent the 
prospectus was issued, and any other person who authorized the 
issue thereof, shall be liable to indemnify the person named as 
aforesaid against all damages, costs, and expenses to which he 
may be made liable by reason of his name having been inserted in 
the prospectus, or in defending himself against any action or 
legal proceedings brought against him in respect thereof. 

(3) Every person who, by reason of hi.s being a director or 
named as a director or as having agreed to· become a director. or 
of his having authorized the issue of the prospectus, becomes liable 
to make any payment under this section may recover contribution, 
as in cases of contract, from any other person who, if sued sepa
rately, would have been liable to make the same payment, unless 
the person who has become so liable was, and that other person 
was not, guilty of fraudulent misrepresentation. 

( 4) For the purposes of this section-
The expression " promoter " means a promoter who was a party 

to the preparation of the prospectus, or of the portion thereof 
containing the untrue statement, but does not include any person 
by reason of his acting in a professional capacity for persons 
engaged in procuring the formation of the company: 

The expression "expert" includes engineer, valuer, accountant, 
and any other person whose profession gives authority to a state
ment made by him. 

SEC. 5. (1) Where a company allots or agrees to allot any shares 
in bonds or debentures of the company with a view to all or any 
of those shares, bonds, or debentures being offered for sale to the 
public, any document by which the offer for sale to the public is 
made shall for all purposes be deemed to be a prospectus issued 
by the company, and all enactments and rules of law as to the 
contents of prospectuses and to liability in respect of statements 
in and omissions from prospectuses, or otherwise relating to pros
pectuses, shall apply and have effect accordingly, as if the shares, 
bonds, or debentures had been otrered to the public for subscrip
tion and as if persons accepting the ofi'er in respect o! any shares, 
bonds, or debentures were subscriber for those shares, bonds, or 
debentures, but without prejudice to the llability, if any, of the 
persons by whom the offer is made, in respect of misstatements 
contained in the document or otherwise in respect thereof. 

(2) For the purposes o! this act, it shall, unless the contrary 
is proved, be evidence that an allotment of, or an agreement to 
allot, shares, bonds, or debentures was made with a view to the 
shares, bonds, or debentures being offered for sale to the public 
if it is shown (a) that an offer of the shares, bonds, or debentures 
or of any of them for sale to the public was made within 6 
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montha after the allotment or agreement to a.not: or (b) that 
at the date when the offer was made the whole consideration to 
be received by the company in respect of the shares, bonds, or 
debentures had not been so received. 

(3) Section 1 of this act as applied by this section shall have 
effect as though the persons making the offer were persons named 
1n a prospectus as directors of a company, and section 2 of th!s 
act as applied by this section shall have effect as if it required 
a prospectus to state in addition to the matters required by that 
section to be stated in a prospectus (a) the net amount of the 
consideration received or to be received by the company in respect 
of the shares, bonds, or debentures to which the offer relates; and 
(b) the place and time at which the contract under which the 
said shares, bonds, or debentures have been or are to be allotted 
may be inspected. 

(4) Where a person making an offer to which this section 
relates is a company or a firm, it shall be sufiicient if the docu
ment aforesaid is signed on behalf of the company or firm by 
two directors of the company or not less than half of the part
ners, as the case may be, and any such director or partner may 
sign by his agent authorized in writing. 

ALLOTMENT 

SEC. 6. (1) No allotment shall be made of any share capital 
of a company offered to the public for subscription unless the 
amount stated in the prospectus as the minimum amount which, 
in the opinion of the directors, must be raised by the issue of 
share capital in order to provide for the matters specifted in 
paragraph 5 in part I of the schedule to this act has been sub
scribed, and the sum payable on application for the amount so 
stated has been paid to and received by the company. 

For the purposes of this subsection, a sum shall be deemed to 
have been paid to and received by the company if a check for 
that sum has been received in good faith by the company and 
the directors of the company have no reason for suspecting that 
the check will not be paid. 

(2) The amount so stated in the prospectus shall be reckoned 
exclusively of any amount payable otherwise than in ca.sh and 
ls in this act referred to as "the minimum subscription." 

(3) The amount payable on application on each share shall 
not be less than 5 percent of the nominal amount of the share. 

(4) If the conditions aforesaid have not been complied with on 
the expiration of 40 days after the first issue of the prospectus, 
all money received from applicants for shares shall be forthwitb 
repaid to them without interest, and, if any such money is not 
so repaid within 48 days after the issue of the prospectus, the 
directors of the company shall be jointly and severally liable 
to repay that money with interest at the rate of 5 percent per 
annum from the expiration of the forty-eighth day: Provided, 
That a director shall not be liable if he proves that the default 
1n the repayment of the money was not due to any misconduct 
or negligence on his part. 

( 5) Any condition requiring or binding any applicant for shares 
to waive compliance with any requirement of this section shall be 
void. - · 

(6) This section, except subsection (3) thereof, shall not apply 
to any allotment of shares subsequent to the first allotment of 
shares offered to the public for subscription. 

SEc. 7. (1) A company having a share capital which does not 
issue a prospectus on or with reference to its formation, or which 
has issued such a prospectus but has not proceeded to allot any 
of the shares offered to the public for subscription, shall not allot 
any of its shares, bonds, or debentures unless at least 3 days 
beiore the first allotment of either shares, bonds, or debentures 
there has been delivered to the Commission for registration a 
statement in lieu of prospectus, signed by every person who is 
named therein as a director or a proposed director. of the com
pany or by his agent authorizing in writing, in the form and 
containing the particulars set out in the schedule to this act. 

(2) This section shall not apply to a private company. 
(3) I! a company acts in contravention of this section, the 

company and every director of the company who knowingly au
thorizes or permits the contravention shall be liable to a fine 
not exceeding $500. 

SEC. 8. (1) An allotment made by a company to an applicant 
in contravention of the provisions of the two last foregoing sec
tions of this act shall be voidable at the instance of the applicant 
within 1 month after the holding of the statutory meeting of the 
company and not later, or, in any case where the company is not 
required to hold a statutory meeting, or where the allotment is 
made after the holding of the statutory meeting, within 1 month 
after the date of the allotment, and not later, and shall be so 
voidable notwithstanding that the company 1s in coUISe of being 
wound up. 

(2) If any director of a company knowingly contravenes, or per
mits or authorizes the contravention of, any of the provisions of 
the said sections with respect to allotment, he shall be liable to 
compensate the company and the aUottee, respectivety, for any 
loss, damages, or costs w;h.ich the c9mpany or the allottee may 
have sustained or incurred thereby: Provided, That proceedings 
to recover any such loss, damages, or costs shall not be commenced 
after the expiration of 2 years from the date of the allotment. 

SEC. 9. (1) Whenever a company limited by shares or a com
pany limited by guaranty and having a share capital makes any 
allotment of its shares, the company shall within 1 month there
after deliver to the commission for registration (a) a return of 
the allotments, stating the number and nominal amount of the 
shares comprised in the allotment; the names, addresses, and 

descriptions of the allottees; and the amount, tf any, paid or due 
and payable on each share; and (b) in the case of shares allotted 
as fully or partly paid up otherwise than in cash, a contract in 
writ1ng constituting the title ot the allottee to the allotment, 
together With any contract of sale, or for services or other con
sideration in respect of which that allotment was made, and a 
return stating the number and nominal amount of shares so 
allotted, the extent to which they are to be treated as paid up, 
and the consideration for which they have been allotted. 

(2) Where such a contract as above mentioned is not reduced to 
writing, the company shall within 1 month after the allotment 
deliver to the commission tor registration the prescribed particu
lars of the contract. 

(3) If default is made in complying with this section, every 
director, manager, secretary, or other officer of the company, who 
is knowingly a party to the default, shall be liable to a fine not 
exceeding $250 for every day during which the default continues: 
Provided, That, in case of default in delivering to the Commission 
within 1 month after the allotment any document required to be 
delivered by this section, the company, or any person liable for 
the default, may apply to the court for relief, and the court, if 
satisfied that the omission to deliver the document was accidental 
or due to inadvertence, or that it is just and equitable to grant 
relief, may make an order extending the time for the delivery ot 
the document for such period as the court may think proper. 

COMMISSIONS AND DISCOUNTS 

SEC. 10. (1) It shall be lawful for a company to pay a commis
sion to any person in consideration of his subscribing or agreeing 
to subscribe, whether absolutely or conditionally, for any shares in 
the company, or procuring or agTeeing to procure subscriptions, 
whether absolute or conditional, for any shares in the company if-

( a) The payment of the commission is authorized by the arti
cles; and 

( b} The commission paid or agreed to be paid does not exceed 
10 percent of the price at which the shares are issued or the 
amount or rate authorized by the articles,. whichever is the less; 
and 

(c) The amount or rate percentage of the commission paid or 
agreed to be paid is-

( 1) in the case of shares offered to the public for subscription. 
disclosed in the prospectus; or 

(ii) in the case of shares not offered to the p~blic for sub
scription, disclosed in the statement in lieu of prospectus, or in a. 
statement in the prescribed form signed in like manner as a 
statement in lieu of prospectus and delivered before the payment 
of the commission to the commission for registration, and, where a 
circular or notice. not being a prospectus, inviting subscription for 
the shares is issued, also disclosed in that circular or notice; and 

(d) the number of shares which persons have agreed for a. 
commission to subscribe absolutely is disclosed in manner afore
said. 

(2) Save as aforesaid, no company shall apply any of its shares 
or capital money either directly or indirectly in payment of any 
commission, discount, or allowance to any person in consideration 
of his subscribing or agreeing to subscribe, whether absolutely or 
conditionally, for any shares ot the company, or procuring or 
agreeing to procure subscriptions, whether absolute or conditional, 
for any shares in the company, whether the shares or money be 
so applied by being added to the purchase money of any property 
acquired by the company or to the contract price of any work to 
be executed for the company, or the money be paid out of the 
nominal purchase money or contract price, or otherwise. 

( 3) Nothing in this section shall affect the power of any com
pany to pay such brokerage as it has heretofore been lawful for 
a company to pay. 

( 4) A vendor to, promoter of, or other person who receives 
payment in money or shares from, a company shall have and 
shall be deemed always to have had power to apply any part ot 
the money or shares so received in payment of any commission, 
the payment of which, if made directly by the company, would 
have been legal under this section. 

(5) If default is made in complying with the provisions of 
this section relating to the delivery to the commission of the 
statement in the prescribed form, the compa;n.y and every officer 
of the company who is in default shall be liable to a fine not 
exceeding $125. 

SEC. 11. (1) Where a company has paid any sums by way of 
commission 1.n respect -of any shares or debentures, or allowed 
any sums by way of discount in respect of any bonds or deben
tures, the total a.mount so paid or allowed, or so much thereof 
as has not been written off, ·shall be stated in every balance sheet 
of the company until the whole amount thereof has been 
written off. 

(2) If default is made in complying with this section, the com
pany and every officer of the company who is in default shall be 
liable to a default fine. 

SEc. 12. (1) Subject as provided in this section. it shall not be 
lawful for a company to give, whether directly or indirectly, and 
whether by means of a loan, guaranty, the provision of security, 
or otherwise, any :financial assistance for the purpose of or in 
connection with a purchase made or to be made by any person 
of any shares in the company: Provided, That nothing in this 
section shall be taken to prohibit (a) where the lending of money 
is. part of the ordinary business of a company, the lending of 
money by the company in the ordinary course of its business; 
(b) the provision by a company, in accordance with any scheme 
for the ti.me being in force, of money for the purchase by trust.ees 
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t>f fully paid shares in the company to be held by or for the 
benefit of employees of the company, including any director hold
ing a salaried employment or office in the company; ( c) the mak
ing by a company of loans to persons, other than directors, bona 
fide in t!le employment of the company With a view to enabling 
those persons to purchase fully paid shares in the co:;:npany to 
be held by themselves by way of beneficial ownership. 

(2) The aggregate amount of any outstanding loans made under 
the authority of provisos {b) and (c) to subsection (1) of this 
section shall be shown as a separate item in every balance sheet 
of the company. 

(3) If a company acts in contravention of this section, the 
company and every officer of the company who is in default shall 
be liable to a fine not exceeding $500. 

ISSUE OF REDEEMABLE PREFERENCE S:HARES AND SHARES AT DISCOUNT 

SEC. 13. (1) Subject to the provisions of this section, a com
pany limited by shares may, 1f so authorized by its articles, issue 
preference shares which are, or at the option of the company are 
to be liable, to be redeemed: Provided, That---

(a) no such shares shall be redeemed except out of profits of the 
company which would otherwise be available for dividend or out 
of the proceeds of a fresh issue of shares made for the purposes 
of the redemption; 

(b) no such shares shall be redeemed unless they are fully 
paid; 

( c) where any such shares are redeemed otherwise than out of 
• the proceeds of a fresh issue, there shall out of profits which 
, would otherwise have been available for dividend be transferred 
to a .reserve fund, to be called " the capital redemption reserve 
fund ", a sum equal to the amount applied in redeeming the 
shares, and the provisions of this act relating to the reducti-on of 
the share capital of a company shall, except as provided in this 
section, apply as 1f the capital redemption reserve fund were 
paid-up share capital or the company; 

(d) where any such shares are redeemed out of the proceeds 
of a fresh issue, the .premium, 1f any, payable on redemption, 
must have been provided for out of the profits of the company 
before the shares are redeemed. 

(2) There shall be included in every balance sheet of a com
pany which ha.s issued redeemable preference shares a statement 
specifying what part of the issued capital of the company consists 
of such shares and the date on or before· which those shares are, 
or are to be ·iiable, to be redeemed. 

If a company fails to comply with the provisions of this sub
section, the company and every officer of the company who is in 
default shall be liable to a fine not exceeding $500. 

(3) Subject to the provisions of this section, the redemption 
of preference shares thereunder may be effected on such terms 
and in such manner as may be provided by the articles of the 
company. 

(4) Where in pursuance of this section a company has redeemed 
or ls about to redeem any preference shares, it shall have power 
.to ·issue shares up to the nominal amount of the shares redeemed 
or to be redeemed as 1f those shares had never been issued, and 
accordingly the share capital of the company shall not for the 
purposes of any enactments relating to stamp duty be deemed to 
be increased by the issue of shares in pursuance of this subsec
tion: Provided, That where new shares are issued before the 
redemption of the old shares, the new shares shall not, so far as 
relates to stamp duty, be deemed to have been issued in pur
suance of this subsection unless the old shares are redeemed 
Within 1 month after the issue of the new shares. 

(5) Where new shares have been issued in pursuance of the 
last foregoing subsection, · the capital redemption reserve fund 
may, notwithstanding anything in this section, be applied by the 
company, up to an amount equal to the nominal amount of the 
shares so issued, in paying up un1ssued shares of the company to 
be issued to members of the company as fully paid bonus shares. 

SEC. 14. (1) Subject as provided in this section, it shall be 
lawful for a company to issue at a discount shares in the company 
of a class already issued: Provided, That (a) the issue of the 
shares at a discount must be authorized by resolution passed in 
general meeting of the company, and must be sanctioned by the 
State under which the company ls chartered; (b) the resolution 
must specify the maximum rate of discount at which the shares 
are to be issued; (c) not less than 1 year must at the date of the 
issue have elapsed since the date on which the company was 
entitled to commence business; and (d) the shares to be issued 
at a discount must be issued within 1 month after the date on 
which the issue is sanctioned by the State or within such 
extended time as the State may allow. 

(2) Where a company has passed a resolution authorizing the 
issue of shares at a discount, it may apply to the State for an 
order sanctioning the issue, and on any such application the 
State, if, having regard to all the circumstances of the .case, it 
thinks proper so to do, may make an order sanctioning the issue 
on such terms and conclitions as it thinks fit. 

(3) Every prospectus relating to the issue of the shares and 
every balance sheet issued by the company subsequently to the 
issue of the shares must contain particulars of the discount 
allowed on the issue of the shares or of so much of that discount 
as has not been written off at the date of the issue of the docu
ment in question. 

If default is made in complying with this subsection, the com
pany and every officer of the company who is in default shall be 
liable to a default fine. 

PART II 
RESTRICTIONS OF SALE OF SHARES AND OFFEP.S OF SHARES FOR SALE 

SEC. 15. (1) It shall not be lawful for any person-
(a) to issue, circulate, or distribute in the United States :my 

prospectus offering for subscription shares in bonds or debentures 
of a company incorporated or to be incorporated outside the 
United States, whether the company has or has not established, 
or when formed will or will not establish, a place of business in 
the United States, unless--

(i) before the issue, circulation, or distribution of the prospec
tus in the United States a copy thereof, certified by the chairman 
and two other directors of the company as having been approved· 
by resolution of the managing body, has been delivered for l'egis
tration to the commission; 

(ii) the prospectus states on the face of it that the copy has 
been E.o delivered; 

(iii) the prospectus is dated; 
(iv) the prospectus otherwise complies with this part of this 

act; or 
(b) to issue to any person in the United States a form of appli

cation for share(s) in bonds or debentures of such a. company 
or intended company as aforesaid, unless the form is issued with 
a prospectus which complies with this part of this act: Provided, 
That this provision shall not apply if it is shown that the form 
of appllcation was issued in connection with a bona fide invitation 
to a person to enter into an underwriting agreement with respect 
to the shares or debentures. 

(2) This section shall not apply to the issue to existing mem
bers or bond or debenture holders of a company of a prospectus 
or form of application relating to shares in bonds or debentw·es 
of the company, whether an applicant for shares, bonds, or deben
tures will or will not have the right to renounce in favor of other 
persons, but, subject as aforesaid, this section shall apply to a 
prospectus or form of application whether issued on or with refer
ence to the formation of a company or subsequently. 

(3) Where any document by which any shares in bonds or 
debentures of a company incorporated outside the United States 
are offered for sale to the public would, if the company concerned 
had been a company within the meaning of this act, have been 
deemed by virtue of section 38 of this act to be a prospectus 
issued by the company, that document shall be deemed to be, for 
the purposes of this section, a prospectus issued by the company. 

( 4) An offer of shares, bonds, or debentures for subscription 
or sale to any person whose ordinary business or part of whose 
ordinary business it is to buy or sell shares, bonds, or deben
tures, whether as principal or a.gent, shall not be deemed an offer 
to the public for the purposes of this section. 

( 5) Section 4 of this act shall extend to every prospectus to 
which this section applies. 

(6) Any person who is knowingly responsible for the issue, 
circulation, or distribution of any prospectus, or for the issue of 
a form of application for shares or debentures, in contravention 
of the provis~ons of this section shall be liable to a fine not 
exceeding $2,500. 

(7) In this and the next-following section the expressions 
"prospectus", "shares", and "debentures" have the same mean
ings as when used in relation to a company incorporated unde:..· 
this act. 

SEC. 16. (1) In order to comply with this part of this act a 
prospectus in addition to complying with the provisions of sub
paragraphs (ii) and (ill) of paragraph (a) of subsection (1) of the 
last foregoing section must-

(a) contain particulars with respect to the following matters: 
(i) the objects of the company; 
(ii) the instrument constituting or defining the constitution of 

the company; 
(iii) the enactments, or provisions having the force of an en

actment, by or under which the incorporation of the company 
was e:ffected; 

(iv) an address in the United States where the said instrument, 
enactments, or provisions, or copies thereof, and if the same are 
in a foreign language a translation thereof certified in the pre
scribed manner, can be inspected; 

(v) the · date on which and the country in which the company 
"Was _incorporated; 

(vi) whether the company has established a place of business 
in the United States and, if so, the address of its principal office 
in the United States: 

Provided, That the provisions of subparngraphs (i), (11), (iii), 
and (iv) of this paragraph shall not apply in the case of a pro
spectus issued more than 2 years after the date at which the 
company is entitled to commence business. 

(b) Subject to the provisions of this section, state the matters 
specified in part I of the schedule to this act (other than those 
specified in paragraph 1 of the said part I) and set out the report;> 
specified in part II of the schedule subject always to the provisions 
contained in part III of the schedule: 

Provided, That--
(i) where any prospectus is published as a newspaper advertise~ 

ment, it shall be a sufficient compliance with the requirement that 
the prospectus must zpecify the objects of the company if the 
advertisement specifies the primary object with which the com
pany was formed; and 

(ii) in paragraph 3 of part I of the schedule a reference to the 
constitution of the company shall be substituted for the reference 
to the articles; and 
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(iii) paragraph I of part m of the schedule shall have effect as 

1f the reference to the mem(ljandum were omitted therefrom. 
(2) Any condition requiring or binding any applicant for shares, 

bonds, or debentures to waive compliance with any requirement of 
this section, or purporting to affect him with notice of any con
tract, document, or matter not specifically referred to 1n the 
prospectus, shall be void. 

(3) In the event of noncompliance with or contravention of 
any of the reqnirements of this section, a director or other person 
responsible for the prospectus shall not incur any liability by 
reason of the noncompliance or contravention, if-

(a) as regards any matter not disclosed, he proves that he was 
not cognizant thereof; or 

(b) he proves that the noncompliance or contravention arose 
from an honest mistake of fact on his part; or 

(c) The noncompliance or contravention was in respect of 
matters which, in the opinion of the court dealing with the case, 
were immaterial or were otherwise such as ought, in the opinion 
of that court, having regard to all the circumstances of the case, 
reasonably to be excused: 

Provided, That in the event of failure to include in a prospectus 
a statement with respect to the matters contained in paragraph 
15 of part I of the schedule to this act, no director or other person 
shall incur any liability in respect of the failure unless it be 
proved that he had knowledge of the matter not disclosed. 

(4) Nothing in this section shall limit or diminish any liability 
which any person may incur under the general law or this act, 
apart from this section. 

PART ill 
SEC. 17. ( 1) It shall not be lawful for any person to go from 

house to house offering shares for subscription or purchase to the 
public or any member of the public. 

In this subsection the expression " house " shall not include an 
office used for business purposes. 

(2) Subject as hereinafter provided in this subsection, it shall 
not be lawful to make an offer in writing to any member of the 
public (not being a person whose ordinary business or part of 
whose ordinary business it is to buy or sell shares, whether as 
principal or agent) of any shares for purchase, unless the offer is 
accompanied by a statement in writing (which must be signed 
by the person making the offer and dated) containing such par
ticulars as are required by this section to be included therein and 
otherwise complying with the requirements of this section, or. in 
the case of shares in a company incorporated outside the United 
States, either by such a statement as aforesaid. or by such a pros
pectus as complies with this part of this act: Provided, That the 
provisions of this subsection shall not apply-

( a) where the shares to which the offer relates are shares which 
are quoted on, or in respect of which permission to deal has been 
granted by, any recognized stock exchange in the United States 
and the offer so states and specifies the stock exchange; or 

(b) where the shares to which the oner relates are shares which 
a company has allotted or agreed to allot with a view to their 
being offered for sale to the public; or 

(c) where the offer was made only to persons with whom the 
person making the offer has been in the habit of doing regular 
busln-ess in th-e purchase or sale of shares. 

(3) The written statement aforesaid shall not contain any mat
ter other than the particulars required by this section to be 
included therein, and shall not be in characters less large or 
less legible than any characters used in the offer or in any docu
ment sent therewith. 

(4) The said statement shall contain particulars with respect 
to the following matters: . . 

(a) whether the person ma.king the offer is acting as prin
cipal or agent, and if as agent the ne.me of his principal and an 
address in the United States where that principal can be served 
with process; 

(b) the date on which and the country in which the company 
was incorporated and the address of its registered or principal 
omce in the United States; 

(c) the authorized share capital of the company and the 
amount thereof which has been issued, the classes into which it 1s 
divided, a.nri the right.s of each class of shareholders in respect of 
capital dividends and voting; 

(d) the dividends, 1f any, paid by the company on each class 
of shares during each of the 3 financial years immediately pre
ceding th~ 'Offer, and 1f no diviriend has been paid in respect of 
shares of any particular class dwing any of those years, a state
ment to that effect; 

(e) the total amount of any bonds or debentures issued by the 
company and outstanding at the date of the statement, together 
with the rate of interest payable thereon; 

(f) the names and addresses of the directors of the company; 
(g) whether or not the shares offered are fully paid up, and, if 

not, to what extent they are pa.id up; 
{h) whether or not the shares are quoted on, or permission to 

deal therein has been granted by, any recognized stock exchange 
in the United States or elsewhere, and, 1f so, which, and, if not, a 
statement that they are not so quoted or that no such permission 
has been granted; 

(1) where the offer relates to units, particulars of the names 
and '8ddres~ of the persons in whom the shares represented by 
the units are vested, the date of .and the parties to any document 
defining the terms on which those shares a.re held, and an address 
in the United States where that document or a oopy the1-eof can 
be inspected.. 

In this sub...~tion the expression "company" means the com .. 
pany by which the shares to which the statement relates were 
or are to be issued. 

(5) If any person acts, or incites, causes, or procures any person 
to act, in contravention of this section, he shall be liable to 
imprisonment for a term not exceeding 6 months or to a fine 
not exceeding $1,000, or to both such imprisonment and fine, 
and in the case of a second or subsequent offense to imprisonment 
for a term not exceeding 12 months or to a. fine not exceeding 
$2,500, or to both such imprisonment and fine. . 

(6) Where a person convicted of an offense under this section 
is a company {whether a company within the meaning of this act 
or not), every director and every officer concerned in the manage
ment of the company shall be guilty of the like offense unless he 
proves that the act constituting the offense took place without 
his knowledge or consent. 

(7) In this section, unless the context otherwise requires, the 
expression "shares" means the shares of a company, whether a 
company within the meaning of this act or not, and includes 
bonds or debentures and units; and the expression "unit" means 
any right or interest {by whatever name called) in a share, and 
for the purposes of this section a person shall not, in relation to 
a company, be regarded as not being a member of the public by 
reason only that he is a holder of shares in the company or a 
purchaser of goods from the company. 

(8) Where any person is convicted in the United States of 
having made an offer in contravention of the provisions of this 
section, the cow't before which he is convicted may order that 
any contract made as a result of the offer shall be void, and, 
where it makes any such order, may give such consequential direc
tions as it thinks proper for the repayment of any money or the 
retransfer of any shares. 

Where t]:le court makes an order under this subsection 
(whether with or without consequential directions) an appeal 
against the order and the consequential directions, if any, shall lie 
to the Supreme Court of the United States. 

SCHEDULE 
PART I 

MA'ITERS REQUIRED TO BE STATED IN PRGSPECTUS 

1. Except where the prospectus is published as a newspaper 
advertisement, the contents of the memorandum, with the names, 
descriptions, and addresses of the signatories, and the number of 
shares subscribed for by them respectively. 

2. The number of founders or management or deferred shares, 
if any, and the nature and extent of the interest of the holders ln 
the property and profits of the company. 

3. The number of shares, if any, fixed by the articles as the 
qualification of a director, and any provision in the articles as to 
the remuneration of the directors. 

4. The names, descriptions, and addresses of the directors or 
proposed directors. 

5. Where shares are offered to the public for subscription, 
particulars as to-

( i) the minimum amount whith, in the opinion of the direc
tors, must be raised by the issue of those shares in order to provide 
the sums, or, if any part thereof 1B to be defrayed in any other 
manner, the balance of the sums, required to be provided in 
respect of each of the following matters; 
· (a) the purchase price of any property purchased or to be 

purchased which is to be defrayed in whole or in part out of the 
proceeds of the issue; 

{b) any preliminary expenses payable by the company, and any 
commission so payable to any person in consideration of his agree
ing to .subscribe for, or of bis procuring or agreeing to procure 
subscriptions for, any shares in the company; 

(c) Tue repayment of any moneys borrowed by the company in 
respect of any of the foregolng matters; 

(d) working capital; and 
(ii) the amounts to be provided in respect of the matters afore

said otherwise than out of the proceeds of the issue and the 
sources out of which those· amounts are to be provided. 

6. The amount payable on application and allotment on each 
share, and, in the case of a second or subsequent offer of shares, 
the amount offered for subscription on each previous allotment 
made within the 2 preceding years, the amount actually allotted. 
and the amount, if any, paid on the shares so allotted. 

7. The number and amount of shares and debentures which 
within the 2 preceding years have been issued, or agreed to be 
issueu, as fully or partly paid up otherwise than in cash, and in 
the latter case the extent to which they are so paid up, and in 
either case the consideration for which those shares or debentures 
have been issued or are proposed or intended to be issued. 

B. The names and addresses of the vendors of any property pur
chased or acquired by the company, or proposed so to be purchased 
or acquired, which is to be paid for wholly or partly out of the 
proceeds of the issue offered for subscription by the prospectus, 
or the purchase or acquisition .of which has not been completed 
at the date of issue of the prospectus, and the amount payable 
in cash, shares, bonds, or debentures, to the vendor, and where 
there is more than one separate vendor, or the company is a. sub
purchaser, the amount so payable to each vendor. 

9. The amount, if any, paid or payable as purchase money in 
cash. shares, bonds, or debentures for any such property as afore
said, specifying the amount, if any, payti.ble for goodwill. 

10. The amount, 1.f any, paid within the 2 preceding yea.rs., 
or payable a.s .commiSsion (but not including commission to su'b-
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underwriters) for subscribing or agreeing to subscribe, or procur
ing or agreeing to procure subscriptions, for any share in, bonds 
or debentures of, the company, or the rate of any such commission. 

11. The amount or estimated amount of preliminary expenses. 
12. The amount paid within the 2 preceding years or intended 

to be paid to any promoter, and the consideration for any such 
payment. 

13. The dates of and parties to every material contract, not being 
a contract entered into in the ordinary course of the business 
carried on or intended to be carried on by the company or a con
tract entered into more than 2 years before the date of issue of 
the prospectus, and a reasonable time and place at which any such 
material contract or a copy thereof may be inspected. 

14. The names and addresses of the auditors, if any, of the 
company. 

15. Full particulars of the nature and extent of the interest, if 
any, of every director in the promotion of, or in the property 
proposed to be acquired by, the company, or, where the interest 
of such a director consists in being a partner in a firm, the nature 
and extent of the interest of the firm, with a statement of all sums 
paid or agreed to be paid to him or to the firm in cash or shares 
or otherwise by any person either to induce him to become or to 
qualify h1m as a director, or otherwise for services rendered by 
him or by the firm in connection with the promotion or formation 
of the company. 

16. U the prospectus invites the public to subscribe for shares 
in the company and the share capital of the company is divided 
into different classes of shares, the right of voting at meetings of 
the company conferred by, and the rights in respect of capital and 
dividends attached to, the several classes of shares respectively. 

17. In the case of a company which has been carrying on busi
ness, or of a business which has been carried on for less than 3 
years, the length of time during which the business of the com
pany or the business to be acquired, as the case may be, has been 
carried on. 

PART II 
REPORTS TO BE SET OUT IN PROSPECTUS 

1. A report by the auditors of the company with respect to the 
profits of the company in respect of each of the 3 financial years 
immediately preceding the issue of the prospectus, and with re
spect to the rates of the dividends, if any, paid by the company 
in respect <1f each class of shares in the company in respect of 
each of the said 3 years, giving particulars of each such class of 
shares o:::i which such dividends have been paid and particulars of 
the cases in which no dividends have been paid in respect of any 
class of shares in respect of any of those years, and, if no ac
counts have been made up in respect of any part of the period of 
3 years ending on a date 3 months before the issue of the 
prospectus, containing a statement of that fact. 

2. If the proceeds, or any part of the proceeds, of the issue of 
the shares, bonds, or debentures are or is to be applied directly 
or indirectly in the purchase of any business, a report- made by 
accountants who shall be named in the prospectus upon the 
profits of the business in respect of each of the 3 financial years 
immediately preceding the issue of the prospectus. 

PART ill 
PROVISIONS APPLYING TO PARTS I AND Il OF SCHEDULE 

1. The provisions of this schedule with respect to the memo
randum and the qualiflcation, remuneration, and interest of 
directors; the names, descriptions, and addresses of directors or 
proposed directors; and the amount or estimated amount of the 
preliminary expenses, shall not apply 1n the case of a prospectus 
issued more than 2 years after the date at which the con;i.pariy is 
entitled to commence business. 

2. Every person shall for the purposes of this schedule be 
deemed to be a vendor who has entered into any contract, abso
lute or conditional, for the sale or purchase, or for any option of 

. purchase, of any property to be acquired by the company, in any 
case where-

(a) The purchase money is not fully paid at the date of the 
issue of the prospectus; 

(b) the purchase money is to be paid or satisfied wholly or in 
pa.rt out of the proceeds of the issue oH'ered. for subscription by 

. the prospectus; 
( c) the contract depends for its validity or fulfillment on the 

result of that issue. 
3. Where any property to be acquired by the company is to be 

· taken on lease, this schedule shall have effect as if the expres
sion "vendor" included the lessor, and the expression "purchase 
money " included the consideration for the lease, and the expres

; sion " subpurchaser " included a sublessee. 
4. For the purposes of paragraph 8 of part I of this schedule 

' where the vendors or any of them are a firm, the members of the 
firm shall not be treated as separate vendors. 

5. If in the case of a company which has been carrying on busi-
1 ness, or of a business which has. been carried on for less than 3 

years, the accounts of the company or business have only been 
made up in respect of 2 years or 1 year, part II of this schedule 
shall have effect as if references to 2 years or 1 year, as the case 

1 may be, were substituted for references to 3 years. 
6. The expression " financial year " in part II of this schedule 

means the year in respect of which the accounts of the company 
' or of the business, as the case may be, are made up, and where 
· by reason of any alteration of the date on which the financial 

year of the company or business terminates the accounts of the 
company or business have been made up for a period greater or 

less than a year, that greater or less period shall for the purpose 
of the said part of this schedule 1'b deemed to be a financial year. 

The Securities Act of 1933 is repealed. 

Mr. KEAN. I ask to have printed in the RECORD as part 
of my remarks a comparison of the United States Securities 
Act of 1933 with the British companies act of 1929. 

The PRESIDING OFFICER. Without objection, it is so 
ordered. 

The matter ref erred to is as fallows: 
COMPARISON OF THE UNITED STATFS SECURITIFS ACT .OF 1933 WITH 

THE BRITISH COMPANIES ACT OF 1929 
Since the approval by the President of the Securities Act of 

1933 on May 27, 1933, much has been published concerning that 
act. A great many of these publications have criticized the act 
and compared it generally with the British companies act of 1929. 
~owever, there has been, apparently, no effort made to set up 
m parallel columns the comparable provisions of the two acts. 
Such a parallel comparison has been attempted in this memo
randum with the hope that it may be helpful to those who wish 
to familiarize themselves with the similarities and differences 
between the acts in question. 

In considering these acts it should be noted that the United 
States act deals solely with securities and the offering and sale 
thereof, its central idea being the protection of investors through 
the imposition upon sellers of responsibility for full disclosure, 
while the British act deals comprehensively with companies, their 
organization, operation, etc. Consequently only relatively few of 
the provisions of the British act are comparable to the United 
States act. The particular provisions of the British act which 
deal with matters relating to the issue of securities and are, 
therefore, comparable to the United States act, are largely in
cluded in the following-named sections of the British act, to wit: 
Sections 34 to 38, inclusive, sections 354 to 356, inclusive, section 
380, and the fourth schedule. 

In considering the following parallel column comparison of 
the two acts, the following general differences, among others, will 
be apparent: 

(1) The United States act covers original and subsequent trans
actions in securities; the British act deals chiefty with the orig
inal offer of securities to the public and not to subsequent trans
action in those securities. 

(2) Under the United States a.ct· the Federal Trade Commission 
has broad powers as to requiring the filing of additional informa
tion, making investigations of companies whose securities are reg
istered or sought to be registered, and as to suspending the eft'ec
tiveness of a registration statement; the registrar under the 
British act merely acts in a ministerial capacity as respects a 
prospectus; there are no " rules and regulations " nor bureaucracy 
as the act itself sets forth all the matters required for full dis
closure and leaves nothing to the discretion of executive officers. 

(3) Under the United States act there is a 20-day "waiting 
period" between the filing of the registration statement and the 
time the security can be offered; under the British act the security 
can be offered as soon as the prospectus is filed. 

(4) Under the United States act a greater number of persons 
are subjected to civil liability than under the British act; for 
example, experts (accountants, appraisers, attorneys, etc.) are not 
liable under the British act. 

( 5) The United States act gives the right of recovery not only 
to the original purchasers of securities but to all others who may 
subsequently purchase 'such securities; under the British act the 
right of recovery is limited to the original purchasers and con
sequently there can be no " pyramiding " of damages. 

(6) Under the United States act the same civil liabilities (with 
the same defenses) are created for the omission to "state a 
material fact required to be stated therein or necessary to make 
the statement therein not misleading " as for " an untrue state
ment of a material !act" in the registration statement; under 
the British act civil liability is imposed only for untrue state
ments, although by court decisions this has been construed to 
include partial statements and some omissions. 

(7) Under the United States act one suing for damages need 
not show that he relied on the statements contained in the 
registration statement nor that the damages resulted from an 
error or omission in that statement but need only show the error 
or omission; under the British act the person suing must prove 
that he relied on the prospectus and also that the damages 
resulted from an untrue statement therein contained. 

(8) Under the United States act directors, in order to escape 
liablllty, must show not only that they had reasonable grounds 
to believe and did believe the statement to have been true but 
also that they had made a "reasonable investigation", and the 
standard of reasonableness is the highest-- i.e., that of a fiduciary; 
under the Britis.h act the directors need only show they had 
reasonable grounds to believe the statements to be true (and 1! 
the statement is that of an " expert " the person suing must show 
that the directors had no reasonable ground to believe the expert 
" competent "). 

In the following comparison the provisions of the British act 
have been separated and rearranged so as to place them insofar 
as possible opposite comparable provisions of the United States 
act and, in so doing, the continuity of the British act has neces
sarily been destroyed. Therefore, in order that the reader may, 
U he so desires, consider the provisio:ds of the British act as a 
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whole and so that citations in the comments may be more I out in full the above-referred-to provisions of the British act. 
readily followed and understood, it has seemed advisable to set . These provisions appear following the parallel column comparison. 

COMPARISON OF THE UNITED STATES SECURITIES ACT OF 1933 WITH PROVISIONS OF THE BRITISH COMPANIES AC'r OF 1929 DEALING WITH 
SIMILAR MATTERS, WITH COMMENTS 

NoTE.-The provisions of the United States act appear in regular sequence and the British act is rearranged so as to place opposite 
each United States provision the British provision most nearly corresponding thereto (so far as this can be done and leave the British 
act understandable) . The exact language of the Britis~ provisions is given with citation. 

UNITED STATES SECURITIES ACT OF 1933 

TITLE I 
SHORT TITLE 

SECTION 1. This title may be cited as the 
" Securities Act of 1933." 

Definitions 
SEC. 2. When used in this title, unless the 

context otherwise requires-

( 1) The term " security " means any 
note, stock, treasury stock, bond, debenture, 
evidence of indebtedness, certificate of in
terest or participation in any profit-sharing 
aareement, collateral-trust certificate, pre
o~ganization certificate or subscription, 
transferable share, investment, contract, 
voting-trust certificate, certificate of in
terest in property, tangible or intangible, 
or in general, any instrument commonly 
:ia{own as a "security", or any certificate 
of interest or participation in, temporary or 
interim certificate for, receipt for or war
rant or right to subscribe to or purchase, 
any of the foregoing. 

(2) The term "person" means an indi
vidual, a corporation, a partnership, an 
association, a joint-stock company, a trust, 
any unincorporated organization, or a gov
ernment or political subdivision thereof. 
As used in this paragraph the term " trust •• 
shall include only a trust where the inter
est or interests of the beneficiary or bene
ficiaries are evidenced by a security. 

(3) The term "sale", "sell", "offer to 
sell ", or "offer for sale " shall include every 
contract of sale or disposition of, attempt 
or offer to dispose of, or solicitation of an 
offer to buy, a security or interest in a se
curity, for value; except that such terms 
shall not include preliminary negotiations 
or agreements between an issuer and any 
underwriter, any security given or delivered 
with, or as a bonus on account of, any pur
chase of securities or any other thing, shall 
be conclusively presumed to constitute a 
part of the subject of such purchase and to 
have been sold for value. The issue or 
transfer of a right or privilege, when origi
nally issued or transferred with a security, 
giving the holder of such security the right 
to convert such security into another se
curity of the same issuer or of another 
person, or giving a right to subscribe to 
another security of the same issuer or of 
another person, which right cannot be ex
ercised until some future date, shall not be 
deemed to be a sale of such other security; 
but the issue or transfer of such other 
security upon the exercise of such right of 
conversion or subscription shall be deemed 
a sale of such other security. 

(4) The term "issuer" means every per
son who issues or proposes to issue any 
security or who guarantees a security either 
as to principal or income; except that with 
respect to certificates of deposit, voting
trust certificates, or collateral-trust certifi
cates, or with respect to certificates of 1n
terest or shares in an unincorporated 
investment trust not having a board of 
directors (or persons performing similar 
functions) or of the fixed, restricted man
agement, or unit type, the term " issuer " 
means the person or persons performing the 
acts and assuming the duties of depositor 

BRITISH COMPANIES ACT OF 1929 

This act may be cited as the Companies 
act, 1929 (sec. 3&5). 

380. (1) In this act, unless the context 
otherwise requires, the following expres
sions have the meanings hereby assigned 
to them (that is to say) : 

"Share" means share in the share capi
tal of a company, and includes stock, ex
cept where a distinction between stock and 
shares is expressed or implied. 

"Debenture" includes debenture stock, 
bonds, and any other securities of a com
pany, whether constituting a charge on the 
assets of the company or not. 

" Company .. means a company formed 
and registered under this act or an exist
ing company. 

.. Existing ,company .. means a company 
formed and registered under the Joint 
Stock Companies Acts, the Companies Act. 
1862, or the Companies (Consolidation) 
Act, 1908, but does not include a company 
registered under the said enactments in 
Northern Ireland or the Irish Free State. 

COMMENTS 

It should be noted that the British a.et 
only applies to " shares " and " debentures " 
of a "company", whereas the United States 
act applies to securities by whomever is
sued (with certain exceptions). 

"The context otherwise requires " in cer
tain portions of the British act that the 
word " company " be extended to mean a. 
corporation organized outside of Great 
Britain, and the provisions as to prospectus 
and liability apply to such corporations 
offering securities 1n Great Britain. (See 
sees. 354, 355.) 

It should be noted that the British act 
applies principally to the original offer or 
sale to the public. 
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or manager pursuant to the provisions of 
the trust or other agreement or instrument 
under which such securities are issued, and 
except that with respect to equipment-trust 
certificates or like securities, the term 
" issuer " means the person by whom the 
equipment or property is or is to be used. 

( 5) The term " Commission " means the 
Federal Trade Commission. 

( 6) The term " Territory " means Alaska, 
Hawaii, Puerto Rico, the Philippine Islands, 
Canal Zone, the Virgin Islands, and the 
insular possessions of the United States. 

(7) The term "interstate commerce" 
means trade or commerce in securities or 
any transportation or communication re
lating thereto among the several States or 
between the District of Columbia or any 
Territory of the United States and any 
State or other Territory, or between any 
foreign country and any State, Territory, 
or the District of Columbia, or within the 
District of Columbia. 

( 8) The term " registration statement " 
means the statement provided for in sec
tion 6, and includes any amendment 
thereto and any report, document, or mem
orandum accompanying such statement or 
incorporated therein by reference. 

(9) The term "write" or "written" 
shall include printed, lithographed, or any 
means of graphic communication. 

(10) The term "prospectus" means any 
prospectus, notice, circular advertisement, 
letter, or communication, written or by 
radio, which offers any security for sale; 
except that (a) a communication shall not 
be deemed a prospectus if it is proved that 
prior to such communication a written 
prospectus meeting the requirements of 
section 10 was received, by the person to 
whom the communication was m.ade, from 
the person making such communication or 
his principal, and (b) a notice, circular, 
advertisement, letter, or communication in 
respect of a security shall not be deemed to 
be a prospectus if it states from whom a 
written prospectus meeting the require
ments of section 10 may be obtained and, 
in addition, does no more than identify the 
security, state the price thereof, and state 
by whom orders will be executed. 

(11) The term "underwriter" means any 
person who has purchased. from an issuer 
with a view to, or sells for an issuer in 
connection with, the distribution of any 
security, or participates or has a direct or 
indirect participation in any such under
taking, or participates or has a participa
tion in the direct or indirect underwriting 
of any such undertaking; but such term 
shall not include a person whose interest 
is limited to a commission from an under
writer or dealer not in excess of the usual 
and customary distributors' or sellers' com
mission. As used in this paragraph the 
term " issuer " shall include, in addition to 
an isEuer, any person directly or indirectly 
controlling or controlled by the issuer, or 
any person under direct or indirect com
mon control with the issuer. 

(12) The term "dealer" means any per
son who engages either for all or part of 
his time, directly or indirectly, as agent, 
broker, or principal in the business of offer
ing, buying, selling, or otherwise dealing or 
trading in securities issued by another 
person. 

Exem'J)ted securities 
SEC. 3. (a) Except as hereinafter expressly 

provided, the provisions of this title shall 
not apply to any of the following ~lasses of 
securities: 

(1) Any security which, prior to or within 
60 days after the enacting of this title, has 
been sold or d!sposed of by the issuer or 
bona fl.de offered to the public, but his 
exemption shall not apply to any new offer
ing of any such security by an issuer or 
underwriter subsequent to such 60 days; 

BRITISH COMPANIES ACT Oi' 1929---COD. 

"The registrar of companies" or, when 
used in relation to registration of com
panies, " the registrar ", means the regis
trar or other ofiicer performing under this 
act the duty of registration of companies in 
England or Scotland, or in the stannaries, 
as the case requires. 

" Prospectus " means any prospectus, no
tice, circular, advertisement, or other invi
tation, offering to the publlc for subscrip
tion or pure~ any sh8.res or debentures 
of a company. 

COMMENTS--COD. 

It shall be noted that the Brltlsh act re
quires the " prospectus " to be filed, so that 
the " registration statement " under the 
United States . act and the " prospectus " 
under the British act are comparable for 
most purposes. 

The U'nlted States act applies (disregard
ing the exceptions) to all transactions in 
all securities, whereas the British act ap
plies to the original offer of securities of 
companies to the publlc; however, under 
the United States act certain securities are 
exempted, and this exemption, therefore, 
exempts all transactions in that security. 
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(2) Any security issued or guaranteed by 
the United States or any Territory thereof, 
or by the District of Columbia, or by any 
State of the United States, or by any politi
cal subdivision of a State or Territory, or 
by any public instrumentality of one or 
more States or Territories exercising an 
essential governmental function, or by any 
corporation created and controlled or su
pervised by and acting as an instrumen
tality of the Government of the United 
States pursuant to authority granted by 
the Congress of the United States, or by 
any national bank, or by any banking in
stitution organized under the laws of any 
state or Territory, the business of which is 
substantially confined to banking and is 
supervised by the State or Territorial bank
ing commission or similar official; or any 
security issued by or representing an in
terest in or a direct obligation of a Federal 
Reserve bank; 

(3) Any note, draft, bill of exchange, or 
banker's acceptance which arises out of a 
current transaction or the proceeds of 
which have been or are to be used for cur
rent transactions, and which has a ma
turity at the time of issuance of not ex
ceeding 9 months, exclusive of days of 
grace, or any renewal thereof the maturity 
of which is likewise limited; 

(4) Any security issued by a corporation 
organized and operated exclusively for 
religious, educational, benevolent, fraternal, 
charitable, or reformatory purposes and not 
for pecuniary profit, and no part of the 
net earnings of which inures to the benefit 
of any person, private stockholder, or in
dividual; 

( 5) Any security issued by a building
and-loan association, homestead associa
tion, savings-and-loan association, or sim
ilar institution, substantially all of the 
business of which is confined to the mak
ing of loans to members (but the foregoing 
exemption shall not apply with respect to 
any such security where the issuer takes 
from the total amount paid or deposited 
by the purchaser, by way of any fee, cash 
value or other device whatsoever, either 
upon termination of the investment at 
maturity or before maturity, an aggregate 
amount in excess of 3 percent of the face 
value of such security), or any security 
issued by a farmers' cooperative association 
as defined in paragraphs (12), (13), and 
(14) of section 103 of the Revenue Act of 
1932; 

( 6) Any security issued by a common 
carrier which is subject to the provisions 
of section 20a of the Interstate Commerce 
Act, as amended; 

(7) Certificates issued by a receiver or 
by a trustee in bankruptcy, with the 
approval of the court; 

(8) Any insurance or endowment policy 
or annuity contract or optional annuity 
contract, issued by a corporation subject 
to the supervision of the insurance com
missioner, bank commissioner, or any 
agency or officer performing like functions, 
of any State or Territory of the United 
States or the District of Columbia. 

(b) The Commission may from time to 
time by its rules and regulations, and sub
ject to such terms and conditions as may 
be prescribed therein, add any class of se
curities to the securities exempted as pro
vided in this section, if it finds that the 
enforcement of this title with respect to 
such securities is not necessary in the 
public interest and for the protection o! 
investors by reason of the small amount 
involved or the limited character of the 
public offering; but no issue of securities 
shall be exempted under this subsection 
where the aggregate amount at which such 
issue is offered to the public exceeds 
$100,000. 

Exempted transactions 
SEC. 4. The provisions of section 5 shall 

uot apply to any of the following trans· 
actions: 

BRITISH COMPANIES ACT OF 192~0D. 

In addition to exempting certain secur
ities from almost all provisions of the act, 
the United States act exempts certain 
~actions in connection with any secur-
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( 1) Transactions by any person other 
than an issuer, underwriter, or dealer; 
transactions by an issuer not with or 
through an underwriter and not involving 
any public offering; or transactions by a 
dealer (including an underwriter no longer 
acting as an underwriter in respect of the 

. security involved in such transaction), ex
cept transactions within 1 year after the 
last date upon which the security was bona 
fide offered to the public by the issuer or 
by or through an underwriter (excluding in 
the computation of such year any time 
during which a stop order issued under 
section 8 is in effect as to the security), and 
except transactions as to securities consti
tuting the whole or a part of an unsold 
allotment to or subscription by such dealer 
as a participant in the distribution of such 
securities by the issuer or by or through an 
underwriter. 

(2) Broker's transactions, executed upon 
customers' orders on any exchange or in 
the open or counter market, but not the 
solicitation of such orders. 

(3) The issuance of a security of a per
son exchanged by it with its existing se
curity holders exclusively, where no c:>m
mission or other remuneration is paid or 
given directly or indirectly in connection 
with such exchange; or the issuance of 
securities to the existing security holders 
or other existing creditors of a corporati'.)ll 
in the process of a bona fide reorganization 
of such corporation under the supervision 
of any court, either in exchange for the 
securities of such security holders or claims 
of such creditors or partly for cash and 
partly in exchange for the securities or 
claims of such security holders or creditors. · 

BlllTISH COMPANIES ACT OF 1929--cOn, 

Provided that this subsection shall not 
npply if it is shown that the form of appli
cation was issued either- · 

(a) in connection with a bona fide invi
tation to a person to enter into an under
writing agreement with respect to the 
shares or debentures; or 

(b) in relation to shares or debentures 
which were not offered to the public (sec. 
35 (3)). 

38. (1) Where a company allots or agrees 
to allot any shares in or debentures of the 
company with a view to all or any of those 
shares or debentures being offered for sale 
to the public, any document by which the 
offer for sale to the public is made shall 
for all purposes be deemed to be a pros
pectus issued by the company, and all 
enactments and rules of law as to the con
tents of prospectuses and to liability in 
respect of statements in and omissions from 
prospectuses, or otherwise relating to pros
pectuses, shall apply and have effect accord
ingly, as if the shares or debentures had 
been offered to the public for subscription 
and as if persons accepting the offer in 
respect of any shares or debentures were 
subscribers for those shares or debentures, 
but without prejudice to the liability, if 
any, of the persons by whom the offer 1s 
made, in respect of misstatements contained 
in the document or otherwise in respect 
thereof. 

(2) For the purposes of this act, it shall, 
unless the contrary ls proved, be evidence 
that an allotment of, or an agreement to 
allot, shares or debentures was made with a 
view to the shares or debentures being 
offered for sale to the public if it is shown-

( a) That an offer of the shares or de
bentures or of any of them for sale to the 
public was made within 6 months after the 
allotment or agreement to allot; or 

(b) That at the date when the offer was 
made the whole consideration to be re
ceived by the company in respect of the 
shares or debentures had not been so re
ceived (sec. 38). 

Provided that the provisions of this sub
section shall not apply-

( a) Where the shares to which the offer 
relates are shares which are quoted on, or 
in respect of which permission to deal has 
been granted by, any recognized stock ex
change in Great Britain and the offer so 
states and specifies the stock exchange; or 
(sec. 356 (2)). 

( 5) This section shall not apply to the 
issue to existing members or debenture 
holders of a company of a prospectus or 
form of application relating to shares in or 
debentures of the company, whether an 
applicant for shares or debentures will or 
Will not have the right to renounce in 
favor of other persons, but subject as afore
said, this section shall apply to a prospectus 
or a form of application whether issued on 
or with reference to the formation of a 
company or subsequently (sec. 35 (5)). 

COMMENTS--COn. 

1ty from the provisions of section 5. It 
should be noted that this exemption 1s 
limited to section 5, and that the other 
portions of the act ai: ply to these trans
actions. See particularly sections 12 A (2) 
and 17 of the Uruted States act. Although 
a transaction in a seC'urity may be ex
empted by this section 4, nevertheless sub
sequent transactions in the security may 
be covered by section 5, the exemption 
going to the transaction only and not to 
the security or future transactions. 

"This subsection" referred to in this pro
viso in the British act is the subsection 
making it unlawful "to issue any form of 
application for shares in or debentures of 
a company unless the form is issued with 
a prospectus which complies with the re
quirements " as to information, etc., to be 
contained in a prospectus (sec. 35). 

Although the British act as shown above 
provides an exemption as to dealing with 
underwriters, the offer to the public (by 
the underwriters or others) is deemed a 
prospectus and is subject to the pertinent 
provisions of the act. 

This proviso in the British act 1s con
tained 1n the subsection which otherwise 
requires any written offer to the public or a 
member of the public (with certain other 
exceptions) to be accompanied by a writing 
containing certain information. (See sec. 
356.) 

This exception in the British act applies 
to the entire section 35. In addition to the 
requirements shown in the next preceding 
comment, section 35 contains provisions re
lating to civil 11ab111ty, etc., none of which 
apply to offers to existing stockholders or 
debenture holders. 
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Prohibitions relating to interstate com
merce and the mails 

SEC. 5. (a) Unless a. registration state
ment ts in effect as to a security, it shall 
be unlawful for any person, directly or in
directly-

( 1) to make use of any means or instru
ments of transportation or communication 
in interstate commerce or of the mails to 
sell or offer to buy such security through 
the use or medium of any prospectus or 
otherwise; or 

(2) to carry or cause to be carried 
through the malls or in interstate com
merce, by any means or instruments of 
transportation, any such security for the 
purpose of sale or for delivery after sale. 

(b) It shall be unlawful for any person, 
directly or ind.irectly-

( l) to make use of any means or in
struments of transportation or communi
cation in interstate commerce or of the 
mails to carry or transmit any prospectus 
relating to any security registered under 
this title, unless such prospectus meets the 
requirements of section 10; or 

( 2) to carry or to ca use to be carried 
through the mails or In interstate com
merce any such security for the purpose of 
sale or for delivery after sale, unless ac
companied or preceded by a prospectus that 
meets the requirements of section 10. 

(c) The provisions of this section relat
ing to the use of the mails shall not apply 
to the sale of any security where the issue 
of which it is a part is sold only to per
sons resident within a single State or Terri
tory, where the issuer of such securities is 
a person resident and doing business with
in, or, if a corporation, Incorporated by and 
doing business within, such State or Ter
ritory. 

Registration of securities and signing of 
registration statement 

SEc. 6. (a) Any security may be regis
tered with the Commission under the terms 
and conditions hereinafter provided by fil
ing a registration statement in triplicate, at 
least one of which shall be signed by each 
issuer, its principal executive officer or offi
cers, its principal financial officer, its comp
troller or principal accounting officer, and 
the majority of its board of directors or 
persons performing similar functions (or, if 
there is no board of directors or persons 
performing similar functions, by the major
ity of the persons or board having the 
power of management of the issuer), and 
in case the issuer is a foreign or Territorial 
person by its duly authorized representative 
in the United States; except that when 
such registration statement relates to a se
curity issued by a foreign government, or 
political subdivision thereof, it need be 
signed only by the underwriter of such se
curity. Signatures of all such persons when 
written on the said registration statements 
shall be presumed to have been so written 
by authority of the person whose signature 
1s so affixed and the burden of proof, in the 
event such authority shall be denied, shall 
be upon the party denying the same. The 
affixing of any signature without the au
thority of the purported signer shall con
stitute a violation of this title. A registra
tion statement shall be deemed effective 
only as to the securities specified therein as 
proposed to be offered. 

BRITISH COMPANIES A.Cl OJ' 1929-<:0ll. 

(3) It shall not be lawful to issue any 
form of application for shares in or de
bentures of a company unless the form is 
issued with a prospectus which complies 
with the requirements of this section 
(sec. 35 (3) ). 

(2) Subject as hereinafter provided in 
this subsection, it shall not be lawful to 
make an offer in writing to any member of 
the public (not being a person whose or
dinary business or part of whose ordinary 
business it is to buy or sell shares, whether 
as principal or agent) of any shares for 
purchase, unless the offer is accompanied 
by a statement in writing (which must be 
signed by the person making the offer and 
dated} containing such particulars as are 
required by this section to be included 
therein and otherwise complying with the 
requirements of this section, or, in the 
case of shares in a company incorporated 
outside of Great Britain, either by such a 
statement as aforesaid, or by such a pros
pectus as complies with this part of this 
act (sec. 356 (2)). 

Provided that the provisions of this sub
section shall not apply-

( a) where the shares to which the offer 
relates are shares which are quoted on, or 
in respect of which permission to deal has 
been granted by, any recognized stock ex
change in Great Britain and the offer so 
states and specifies the stock exchange; 
or 

(b) where the shares to which the offer 
relates are shares which a company has al
lotted or agreed to allot with a view to their 
being offered for sale to the public; or 

( c) where the offer was made only to per
sons with whom the person making the 
offer has been in the habit of doing regular 
business in the purchase or sale of shares 
(sec. 356 (2)). 

(2) A copy of every such prospectus, 
signed by every person who is named 
therein as a director or proposed director 
of the company, or by his agent authorized 
in writing, shall be delivered to the regis
trar of companies for registration on or be
fore the date of its publication, and no 
such prospectus shall be issued until a copy 
thereof has been so delivered for registra
tion (sec. 34 (2)). 

(3) The registrar shall not register any 
prospectus unless it is dated, and the copy 
thereof signed, in manner required by this 
section (sec. 34 (3)). 

(3) Section 34 of this act as applied by 
this section shall have effect as though the 
persons making the offer were persons 
named in a prospectus as directors of a 
company • • • (sec. 38 (3)). 

(4) Where a person making an offer to 
y.rhich ih.1s section relates 1s a company or 

COMMENTS--COn. 

The United states act makes it unlaw
ful to make any interstate sale or offer 
of sale of any security covered by the act 
unless a registration statement is in eftect 
and further, prohibits the use of any pros
pectus that does not meet the requirements 
of section 10, and requires a security to be 
accompanied by or preceded by such a 
prospectus. The United States act covers 
many more transactions than the British 
act. Section 85 of the British act makes 
it unlawful to make an original offer to 
subscribe for securities unless the offer 
1s accompanied by a prospectus wbich has 
been filed pursuant to the act. 

This subsection of the British act re
quires any offer of shares (other than 
as excepted as shown below) to be made 
in writing, but the exceptions a.re very 
broad. 

The exemptions from the requirements 
under the British act that an offer must 
be in writing (sec. 356 (2)) cover all se
curities quoted on or dealt in on stock 
exchanges in Great Britain, or securities 
allotted for sale to the public (see sec. 
38), or where the otter was made to regular 
customers. 

Section 38 of the British act relates to the 
instances " where a company allots or 
agrees to allot any shares in or debentures of 
the company with a view to all or any of 
those shares or debentures being o1fered for 
sale to the public" (for example, sold to a 
dealer !or resale to the public) and pro-
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(b) At the time of filing a registration 
statement the applicants shall pay to the 
Commission a fee o! 0.01 of 1 percent o! 
the maximum aggregate price at which 
such securities are proposed to be offered, 
but in no case shall such fee be less 
than $25. ' 

( c) The filing with the Commission of a 
registration statement, or of an amendment 
to a registration statement, shall be deemed 
to bave taken place upon the receipt 
thereof, but the filing o! a registration 
statement shall not be deemed to have 
taken place unless it is accompanied by a 
United States postal money order or a certl· 
fied bank check or cash for the amount o! 
the fee required under subsection (b). 

(d) The information contained in or filed 
with any registration statement shall be 
made available to the public under such 
regulati'Jns as the Commission may pre
scribe, and copies thereof, photostatic or 
otherwise, shall be furnished to every ap· 
plicant at such reasonable charge as the 
Commission may prescribe. 

(e) No registration statement may be filed 
within the first 40 days following the enact· 
ment of this act. 
Information required in registered statement 

SEc. 7. The registration statement, when 
relating to a security other than a security 
issued by a foreign government, or political 
subdivision thereof, shall contain the infor
mation, and be accompanied by the docu
ments, specified in schedule A, and when 
relating to a security issued by a foreign 
government, or political subdivision thereof, 
shall contain the information, and be ac
companied by the documents, specified in 
schedule B; except that the Commission 
may by rules or regulations provide that 
any such information or document need 
not be included in respect of any class of 
issuers or securities if it finds that the re
quirement Of such information or dOCU• 
ment ls inapplicable to such class and that 
disclosure fully adequate for the protection 
of investors is otherwise required to be in· 
eluded within the registration statement. 
If any accountant, engineer, or appraiser, or 
any person whose profession gives authority 
to a statement made by him, ls named as 
having prepared or certi.fied any part of the 
registration statement, or is named as hav .. 
tng prepared or certltled a report or valua .. 
tion for use in connection with the registra
tion statement, the written consent of such 
person shall be filed with the registration 
statement. If any such perso~ is named as 
having prepared or certified a report or val
uation (other than a public official docu
ment or statement) which ls used ln con
nection with the registration statement, but 
is not named as having prepared or certified 
such report or valuation for use in connec
tion with the registration statement, the 
written consent of such person shall be 
filed with the registration statement unless 
the Commission dispenses with such filing 
as impracticable or as involving undue 
hardship on the person filing the registra
tion statement. Any such registration 
statement shall contain such other infor
mation, and be accompanied by such other 
documents, as the Commission may by rules 
or regulations require as being necessary or 
appropriate in the public interest or for the 
protection of investors. 
Taking effect of registration statements and 

amendments thereto 
SEc. 8. (a) The effective date of a regls .. 

tration statement shall be the twentieth 
day after the filing thereof, except as here
inafter provided, and except that in case of 
securities of any foreign public authority, 
which has continued the full service of its 
obligations in the United States, the pro-
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a firm, it shall be sufficient if the document 
aforesaid be signed on behalf of the com
pany or firm by two directors of the com· 
pany or not less than half of the partners, 
as the case may be, and any such director 
or partner may sign by his agent author
ized in writing (sec. 38 ( 4)). 

35. (1) Every prospectus issued by or on 
behalf of a company, or by or on behalf of 
any person who is or has been engaged or 
interested in the formation of the company, 
must state the matters specified in part I 
of the fourth schedule to this act and set 
out the reports specified in part II of that 
schedule, and the said parts I and II shall 
have effect subject to the provisions con
tained in part m of the said schedule 
(sec. 35). 

( 4) Every prospectus shall state on the 
face of it that a copy has been delivered for 
registration as required by this section 
(sec. 34). 

. 84. ( 1) A prospectus issued by or on be
half of a company or in relation to an 
intended company shall be dated, and that 
date shall, unless the contrary is proved, 
be taken as the date of publication of the 
prospectus. 

COMMENTS--COll. 

vides that the offer for sale to the publlc 
by such person (i.e., dealer) shall be deemed 
a prospectus. The dealer ts required in such 
instance to sign the prospectus. 

The British act applies only to securities 
offered by a company not to those issued 
by governments or political subdivisions 
thereof. 

The British act does not require consent 
from "experts", etc., who have prepared re
ports that may be used In the prospectus-
nor ls liability Imposed on these "experts" 
as it is under the United States act. 

Under the British act the prospectus 
need only be filed with the registrar, that 
official having only the clericnl duty to re· 
ceive and file such prospectus. Under the 
British act the date of filing 1s the impor
tant date, but under the United States act 
the statement does not become "effective" 
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-ceeds of which are to be devoted to the 
refunding of obligations payable in the 
United States, the registration statement 
shall become effective 7 days after the filing 
thereof. If any amendment to any such 
statement 1s filed prior to the effective date 
of such statement, the registration state
ment shall be deemed to have been filed 
when such amendment was filed; except 
that an amendment filed with the consent 
of the Commission, prior to the effective 
date of the registration statement, or filed 
pursuant to an order of the Commission. 
shall be treated as a part of the registra
tion statement. 

(b) If it appears to the Commission that 
a registration statement 1s on its face in
complete or inaccurate in any material 
respect, the Commission may, aft.er notice 
by personal service or the sending of con
firmed telegraphic notice not later than 10 
days after the filing of the registration 
statement, and opportunity for hearing (at 
a time fixed by. the Commission) within 
10 days after such notice- by personal serv
ice or the sending of such telegraphic no
tice, issue an order prior to the effective 
date of registration refusing to permit such 
statement to become effective until it has 
been amended in accordance with such 
order. When such statement has been 
amended in accordance with such order, 
the Commission shall so declare, and the 
registration shall become effective at the 
time provided in subsection (a) or upon 
the date of such declaration, whichever 
date is the later. 

(c) An amendment filed after the effec
tive date of the registration statement, if 
such amendment, upon its face, appears to 
the Commission not to be incomplete or 
inaccurate in any material respect, shall 
become effective on such date as the Com
mission may determine, having due regard 
to the public interest and the protection of 
investors. 

(d) If it appears to the Commission at 
any time that the registration statement 
includes any untrue statement of a mate
rial fact or omits to state any material fact 
required to be stated therein or necessary 
to make the statements therein not mis
leading, the Commission, may, after notice 
by personal service or the sending of con
firmed telegraphic notice, and after oppor
tunity for hearing (at a time fixed by the 
Commission) within 15 days after such 
notice by personal service or the sending 
of such telegraphic notice, issue a stop 

· order suspending the effectiveness of the 
registration statement. When such state
ment has been amended in accordance 
with such stop order the Commission shall 
so declare and thereupon the stop order 
shall cease to be effective. 

( e) The Commission 1s hereby empowered 
to make an examination in any case in 
order to determine whether a stop order 
should issue ·under subsection ( d) . In 
making such examination the Commission 
or any officer or officers designated by it 
shall have access to and may demand the 
production of any books and papers of, 
and may administer oaths and affirmations 
to and examine, the iSsuer, underwriter, 
or any other person, in respect of any mat
ter relevant to the examination, and may, 
in its discretion, require the production of 
a balance sheet exhibiting the assets, and 
liabilities of the issuer, or its income state
ment, or both, to be certified to by a public 
or certified accountant approved by the 
Commission. If the issuer or underwriter 
shall fail to cooperate, or shall obstruct or 
refuse to permit the making of an exami
nation, such conduct shall be proper ground 
for the issuance of a stop order. 

(f) Any notice required under this sec
tion shall be sent to or served on the 
issuer, or, in case of a foreign government 
or political subdivision thereof, to or on the 
underwriter, or, in the case of a foreign or 
Territorial person, to or on its duly author
ized representative in the United States 
named in the registration statement, prop
erly directed in each case o! telegraphic 
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until the twentieth day after its filing, and 
this date may be postponed by the Federal 
Trade Commission 1n certain events. 

Under the United States act the Com
mission has supervisory powers over the 
statement and can requlre its amendment 
and refuse to permit it to become effec
tive. 

Under the United States act the Com
mission may issue a " stop order " which 
suspends the effectiveness of a statement 
registered with it. The British registrar 
has no such power-a prospectus once filed 
witll him, his duties and powers in respect 
thereto cease. 

Under the United States act, the Com
mission has broad powers to investigate the 
books, etc., of the issuer, underwriter 
and others if it wishes to determine 
whether a " stop order " should issue. The 
registrar has no such powers. 
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notice to the address given in such state
ment. 

Court revtew o/ orders 
SEc. 9. (a) Any person aggrieved by an 

order of the Commission may obtain a re
view of such order in the Circuit Court of 
Appeals of the United States, within any 
circuit wherein such person resides or has 
his principal place of business, or 1n the 
Court of Appeals of the Dlstrtct of Colum
bia, by filing in such court, within 60 days 
after the entry of such order, a written 
petition praying that the order of the Com
mission be modified or be set a.side in whole 
or in part. A copy of such petition shall be 
forthwith served upon the Commission, and 
thereupon the Commission shall certify and 
file in the court a transcript of the record 
upon which the order complained of was 
entered. No objection to the order of the 
Commission shall be considered by the 
court unless such objection shall have been 
urged before the Commission. The finding 
of the Commission as to the facts, if sup
ported by evidence, shall be conclusive. If 
either party shall apply to the court for 
leave to adduce additional evidence, and 
shall show to the satisfaction of the court 
that such additional evidence is material 
and that there were reasonable grounds for 
!allure to adduce such evidence in the hear
ing before the Commission, the court may 
order such additional evidence to be taken 
before the Commission and to be adduced 
upon the hearing in such manner amt upon 
such terms and conditions as to the court 
may seem proper. The Commission may 
modify its findings as to the facts, by rea
son of the additional evidence so taken, 
and it shall file such modtiled or new find
ings, which, if supported by evidence, shall 
be conclusive, and its recommendation, if 
any, for the modification or setting aside of 
the original order. The jurisdiction of the 
court shall be exclusive and its judgment 
and decree affirming, modifying, or setting 
aside, in whole or in part, any order of the 
Commission, shall be final, subject to re
view by the Supreme Court of the United 
States upon certiorari, or certification, as 
provided in sections 239 and 240 of the 
Judicial Code, as amended (U.S.C., title 28, 
secs. 346 and 347). 

(b) The commencement of proceedings 
under subsection (a) shall not, unless spe
cifically ordered by the court, operate as a 
stay of the Commission's order. 

Information required in prospectus 
SEC. 10. (a) A prospectus-
(!) when relating to a security other 

than a security issued by a foreign gov
ernment or polltical subdivision thereof, 
shall contain the same statements made in 
the registration statement, but it need not 
include the documents referred to in para
graphs (28) to (32), inclusive, of sched
ule A; 

(2) when relating to a security issued by 
a foreign government or polltical subdivi
sion thereof shall contain the same state
ments made in the registration statement, 
but it need not include the documents re
ferred to in paragraphs (13) and (14) of 
schedule B. 

( b) Not withstanding the provisions of 
subsection (a)-

( 1) when a prospectus is used more than 
13 months after ·the effective date of the 
registration statement, the information in 
the statements contained therein shall be 
as of a date not more than 12 months prior 
to such use; 

(2) there may be omitted from any pros
pectus any of the statements required 
under such subsection (a) which the Com
mission may by rules or regulations desig
nate as not being necessary or appropriate 
in the public interest or for the protection 
of investors; 

(3) any prospectus shall contain such 
other information as the Commission may 
by rules or regulations re.quire as being 
necessary or appropriate in the publlc in
terest or for the protection o! investors. 
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(3) The written statement a!oresa.1d shall 
not contain any matter other than the par
ticulars required by this section to be in
cluded therein, and shall not be 1n char
acters less large or less legible than any 
characters used in the offer or in any docu
ment sent therewith. 

(4) The said statement shall contain 
particulars with respect to the following 
matters: 

(a) Whether the person making the offer 
is acting as principal or agent, and if as 
agent the name of his principal and an 
address in Great Britain where that prin
clpal can be served with process. 

(b) The date on which and the country 
in which the company was incorporated 
and the address of its registered or prin· 
cipal omce 1n Great Britain. 

(c) The authorized share capital of the 
company and the a.mount thereof which 
has been ismled, the classes into which it 
is d.1v1ded, and the rights of each class of 
shareholders in respect of capital, "dividends, 
and voting. 

(d) The dividends, if any, paid by the 
company on each class of shares during 
each of the 3 fln.ancial years immediately 
preceding the offer; and if no dividend has 
been paid in respect of shares of any par
ticular class during any of those years, a 
statement to that effect. 

(e) The total a.mount of any debentures 
issued by the company and outstanding at 
the date of the statement, together with 
the rate of interest payable thereon; 

(f) The names and addresses of the di· 
rectors of the company. 

COMMENT&-<:OD. 

Under the United States act an aggrieved 
party can obtain a i:evlew of any order 
ismled by the Commission, but in any such 
review the findings of facts by the Commis
sion, 1f supported by evidence, shall be 
conclusive. 

These provisions Of the .British act 
specify what must be contained in or ac
company an o1fer of shares to the public if 
that offer 18 in writing. (See sec. 356.) In 
the Brttlah act such offer 18 not termed a. 
" prospectus " but appears to be very an
alogous to the " prospectus " of the United 
States act. There are broad exemptions in 
the Britt.sh act d1spens1ng with the require
ments as to the contents of the written 
otrer in certain instances. (See sec. 356 (2) 
provlso.) 
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(4) 1n the exercise of its powers under 
paragraphs (2) and (3) of this subsection, 
the Commission shall have authority to 
classify prospectuses according to the na
ture and circumstances of their use and 
by rules and regulations and subject to 
such terms and conditions as it shall 
specify therein, to prescribe as to each 
class the form and contents which it may 
find appropriate to such use and consistent 
with the public interest and the protection 
of investors. 

(c) The statements or information re
quired to be included in a prospectus by 
or under authority of subsection (a) or 
(b), when written, shall be placed in a 
conspicuous part of the prospectus in type 
as large as that used generally in the 
body of the prospectus. 

(d) In any case where a prospectus con
sists of a. radio broadcast, copies thereof 
shall be filed with the Commission under 
such rules and regulations as it shall pre
scribe. The Commission may by rules and 
regulations require the filing with it of 
forms of prospectuses used in connection 
with the sale of securities registered under 
this title. 
Civil liabilities on account of fal.se registra

tion statement 
SEc. 11. (a) In case any part of the reg

istration statement, when such part be
came effective, contained an untrue state
ment of a ma.terial fact or omitted to state 
a material fact required to be stated herein 
or necessary to make the statements 
therein not misleading, any person acquir
ing such security (unless it is proved that 
at the time of such acquisition he knew of 
such untruth or omission) may, eithe:c at 
law or in equity, in any court of competent 
jurisdiction, sue-

( 1) every person who signed the regis
tration statement; 

(2) every person who was a director of 
(or person performing similar functions), 
or partner in, the issuer at the time of the 
filing of the part of the registration state
ment with respect to which his liability is 
asserted; 

(3) every person who, with his consent, 
is named in the registration statement as 
being or about to become a director, 
person performing s1mllar functions, or 
partner; 

(4) every accountant, engineer, or ap
praiser, or any person whose profession 
gives authority to a statement made by him, 
who has with his consent been named as 
having prepared or certified any part of 
the registration statement, or as having 
prepared or certified any report or valuation 
which is used in connection with the regis
tration statement, with respect to the state
ment in such registration statement, report, 
or valuation which purports to have been 
prepared or certified by him; 

(5) every underwriter with respect to 
such security. 
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(g) Whether or not the shares offered 
are fully paid up; and if not, to what 
extent they are paid up. 

(h) Whether or not the shares are 
quoted on, or permission to deal therein 
has been granted by, any recognized stock 
exchange in Great Britain or elsewhere, 
and, if so, which, and, if not, a statement 
that they are not so quoted or that no such 
permission has been granted. 

(i) Where the offer relates to units, par
ticulars of the names and addresses of the 
persons in whom the shares represented by 
the units are vested, the date of and the 
parties to any document defining the terms 
on which those shares are held, and an 
address in Great Britain where that docu
ment or a copy thereof can be inspected. 

In this subsection the expression " com
pany " means the company by which the 
shares to which the statement relates were 
or are to be issued (sec. 356 (3)). 

37. (1) Where a prospectus invites per
sons to- subscribe for shares in or deben
tures of a company-

(a) every person who is a director of the 
company at the time of the issue of the 
prospectus; and ("director" includes any 
person occupying the position of di:rector 
by whatever name called;) (Sec. 380) 

(b) every person who has authorized him
self to be named and is named in the pros
pectus as a director or as having agreed to 
become a director either immediately or 
after an interval of time; and 

( c) every person being a promoter of the 
company; and 

(d) every person who has authorized the 
issue of the prospectus, 
shall be liable to pay compensation to all 
persom; who subscribe for any shares or 
debentures on the faith of the prospectus 
for the loss or damage they may have sus
tained by reason of any untrue statement 
therein, or in any report or memorandum 
appearing on the face thereof, or by refer
ence incorporated therein or issued there
:With. unless it is proved-

COM.MENTS--COn. 

Under the United States act any person 
acquiring the security may recover from 
the persons liable, whereas under the 
British act only the person who originally 
subscribed" on the faith of the prospectus" 
can recover. Moreover, under the British 
act the person can only recover the " loss 
or damage " sustained by reason of the 
"untrue statement" (sec. 37) or of "the 
omission" (sec. 35). 

Section 37 of the British act provides lia
bilities where an "untrue statement" is 
contained in the prospectus. Section 35 of 
the British act provides for liability where 
the prospectus does not comply with the 
requirements of that section (omits to state 
facts required to be stated). No definite 
civil liability is set up by section 35, but 
the British courts have held civil liability 
to arise by violation of that section. Sec
tion 35 gives broader defenses than section 
37. The provisions of section 35 are set 
forth separately at the end of section 11 of 
the United States act as the provisions of 
sections 37 and 35 could not both be parallel 
to section 11. 

See section 38 of the British act where 
an offer for sale to the public in relation to 
securities allotted by the company with a 
view to their being offered to the public is 
made a "prospectus", and civil ltability is 
the same as if the securities had been 
offered direct to the public, "but without 
prejudice to the liability, if any, of the per
sons by whom the offer is made in respect 
to misstatements contained in the docu
ment or otherwise in respect thereof:' 
(Sec. 38.) 
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.(b) Notwithstanding the provisions of 
subsection (a.) no person, other than the 
issuer, shall be liable as provided therein 
who shall sustain the burden of proof-

( l) that before the effective date of the 
part of the registration statern.ent with 
respect to which his liability is asserted 
(A) he had resigned from or had taken 
such steps as are permitted by law to 
resign from, or ceased or refused to act in, 
every office, capacity, or relationship in 
which he was described in the registration 
statement as acting or agreeing to act, and 
(B) he had advised the Commission and 
the issuer in writing that he had taken 

· such action and that he would not be re
sponsible for such part of the registration 
statement; or 

(2) that if such part of the registration 
statement became effective without his 
knowledge, upon becoming aware of such 
fact he forthwith acted and advised the 
Commission, in accordance with paragraph 
(1), and, in addition, gave reasonable public 
notice that such part of the registration 
statement had become effective without his 
knowledge; or 

(3} that (A) as regards any part of the 
registration statement not purporting to be 
made on the authority of an expert, and 
not purporting to be a copy of or extract 
from a report or valuation of an expert, 
and not purporting to be made on the au
thority of a public official document or 
statement, he had, after reasonable investi
gation, reasonable ground to believe, and 
did believe, at the time such pa.rt of the 
registration statement became effective, 
that the statements therein were true and 
that there was no omission to state a ma
terial fact required to be stated therein or 
necessary to make the statement therein 
not misleading; and 

(B) as regards any part of the registra
tion statement purporting to be made upon 
his authority as an expert or purporting to 
be a copy of or extract from a report or 
valuation of himself as an expert, (i) he 
had, after reasonable investigation, reason
able ground to believe, and did believe, at 
the time such part of the registration state
ment became effective, that the statements 
therein were true and that there was no 
omission to state a. material fact required 
to be stated therein or necessary to make 
the statements therein not misleading, or 
(11) such part of the registration statement 
did not fairly represent his statement as an 
expert or was not a fair copy of or extract 
from his report or valuation as an expert; 
and · 

( C) as regards any part of the registra
tion statement purporting to be made on 
the authority of an expert (other than him
self) or purporting to be a copy of or ex
tract from a report or valuation of an 
expert (other than himself), he had reason
able ground to believe and did believe, at 
the time such part of the registration state
ment became effective, that the statements 
therein were true and that there was no 
omission to state a material fact required 
to be stated therein or necessary to make 
the statements therein not misleading, and 
that such part of the registration statement 
fairly represented the statement of the ex
pert or was a fair .copy of or extract from 
the report or valuation of the expert; and 

(D) as regards any part of the registra
tion statement purporting to be a statement 
made by an official person or purporting 
to be a copy of or extract from a public 
official document, be had reasonable ground 
to believe and did believe, at the time such 
part of the registraton statement became 
effective, that the statements therein were 
true, and that there was no omission to 
state a material fact required to be stated 
therein or necessary to make the statements 
therein not misleading, and that such part 
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(1) that having consented to become a 
director of the company he withdrew his 
consent before the issue of the prospectus 
and that it was issued without his au
thority or consent; or 

(ii) that the prospectus was issued with
out his knowledge or consent, and that on 
becoming aware of its issue he forthwith 
gave reasonable public notice that it was 
issued without his knowledge or consent; 
or 

(iii) that after the issue of the prospec• 
tus and before allotment thereunder, he, on 
becoming aware of any untrue statement 
therein, withdrew his consent thereto, and 
gave reasonable public notice of the with
drawal, and of the reason therefor; or 

(iv) that-
(a) as regards every untrue statement 

not purporting to be made on the authority 
of any expert, or of a public ofilcial docu
ment or statement, he had reasonable 
ground to believe, and did up to the time 
of the allotment of the shares or debentures, 
as the case may be, believe, that the state
ment was true; and 

(b) as regards every untrue statement 
purporting to be a statement by an expert 
or contained in what purports to be a copy 
of or extract from a report or valuation of 
an expert, it fairly represented the state
ment or was a correct and fair copy of or 
extract !rom the report or valuation; and 

(c) as regards every untrue statement 
purporting to be a statement made by a.n 
ofilcial person or contained in what purports 
to be a copy of or extract from a public 
official docu.ment, it was a correct and fair 
representation of the statement or copy of 
or extract from the document; 

Provided that a pe.rson shall be liable to 
pay compensation as aforesaid if it ls proved 
that he had no reasonable ground to believe 
that the person making any such state
ment. report, or valuation as 1s mentioned 

COMMENTS-Con . 
Under the United States act the " issuer " 

(usually the company whose securities are 
offered) is not given the benefit of the fol
lowing defenses, but is liable in any event. 
The British act does not by its terms make 
such company liable in the first instance 
(but see below as to right to recision under 
general law of contracts induced by mis· 
representation). 

. Under the United States act the defend
ant must show not only that he had rea
sonable grounds to believe, and did believe, 
the statement to have been true but also 
that he had made a. " reasonable in:vestiga. 
tion ", and the standard of a reasonableness 
is the highest-Le., that of a fiduciary. The 
British act contains no such unreasonable 
requirement for investigation. 

Under the United States act the defend
ant must show he had reasonable ground 
to believe the statements were true and 
that there were no material omissions. 
Under the British act it must be proved 
that the defendant .. had no reasonable 
ground to believe " the expert " was com
oeten t." 

Under the United States act the defend
ant must show he had reasonable ground 
to believe and did believe that the state
ments contained in a public document were 
true, whereas under the British act it is 
only necessary to show a correct and fair 
extract. 
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of the registration statement fairly repre
sented the statement made by the official 
person or was a fair copy of or extract from 
the public official document. 

( c) In determining, for the purpose of 
paragraph (3) of subsection (b) of this sec
tion, what constitutes reasonable investiga
tion and reasonable ground for belief, the 
standard of reasonableness shall be that re
quired of a person occupying a fiduciary 
relatioru;hip. 

( d) If any person becomes an under
writer with respect to the security after the 
part of the registration statement with re
spect to which his liability is asserted has 
become effective, then for the purposes of 
paragraph (3) of subsection (b) of this sec
tion such part of the registration statement 
·shall be considered as having become effec
tive with respect to such person as of the 
time when he became an underwriter. 

(e) The suit authorized under subsection 
(a) may be either (1) to recover the con
sideration P.aid for such security with inter
est thereon. less the amount of any income 
received thereon, upon the tender of such 
security, or (2) for damages if the person 
suing no longer owns the security. 

(f) All or any one or more of the persons 
specified in subsection (a) shall be jointly 
and severally liable, and every person who 
becomes liable to make any payment under 
this section may recover contribution as in 
cases of contract from any person who, 1! 
sued separately, would have been liable to 
make the same payment, unless the person 
who has become liable was, and the other 
was not, guilty of fraudulent misrepresen
tation. 

(g) In no case shall the amount · recov
erable under this section exceed the price at 
Which the security was offered to the public. 

(NOTE.-Sec. 11 of the United States act 
covers alike untrue statements and omis
sions. See above.) 

LXXVIII-548 

BRITISH COMPANIES ACT 01' 1929--cOD. 

1n paragraph (iv) (b) of this subsection 
was competent to make it. 

(2) Where the prospectus contains the 
name of a person as a director of the com
pany, or as having agreed to become a di
rector thereof, and he has not consented to 
become a director, or has withdrawn his 
consent before the issue of the prospectus, 
and has not authorized or consented to the 
Issue thereof, the directors of the company, 
except any without whose knowledge or 
consent the prospectus was issued, and any 
other person who authorized the issue 
thereof, shall be liable to indemnify the 
person named as aforesaid against all dam
ages, costs, and expenses to which he may 
be made liable by reason of bis name hav
ing been inserted in the prospectus, or in 
defending himself against any action or 
legal proceedings brought against him in 
respect thereof. _ 

(3) Every person who, by reason of his 
being a director or named as a director or 
as having agreed to become a director or of 
his having authorized the Issue of the pros
pectus, becomes liable to make any pay
ment under this section may recover con
tribution, as in cases of contract, from any 
other person who, if sued separately, would 
have been liable to make the same pay
ment, unless the person who has become 
so liable was, and that other person was 
not, guilty of fraudulent misrepresentation. 

(4) For the purpose of this section
The expression " promoter " means a pro

motor who was a party to the preparation 
of the prospectus, or of the portion thereof 
containing the untrue statement, but does 
not include any person by reason of his 
acting in a professional capacity for persons 
engaged in procuring the formation of the 
company. 

The expression "expert" includes engi
neer, valuer, accountant, and any other 
person whose profession gives authority to 
a statement made by him. 

(NoTE.-Sec. 35 of the British act specifies 
the matters which must be set out in the 
prospectus. The following provisions relat
ing to clv~ liability for failure to comply 
with these requirements then follow.) . 

COMMENTS--COD. 

Under the British act no specific provi
sion is made for the return of the security 
and the recovery of the purchase prtce, but, 
considering his contract of pur.chase under 
the general law, the person who originally 
applied for shares on the faith of the pros
pectus (and only such person) can rescind 
the contract and recover back his purchase 
price from the company if he can show-

(A) that a misstatement was made by or 
on behalf of the company; 

(B) that it was a material one; 
(C) that he relied upon it in taking the 

shares; 
(D) that he commenced proceedings be

fore liquidation and within a reasonable 
time. 

T:tie British act gives the right to recover 
damages from directors, etc. (not from the 
company), but such right 1s 11m1ted to the 
original purchaser and there can be no 
pyramiding by suits by successive pur
chasers from the original purchaser. 

Under cases decided 1n England the meas
ure of damages ls the difference between 
the actual value (not the market price) of 
the shares at the time of allotment and the 
sum paid for them. The United States act 
although 11m1ting the recovery by any one 
person to the amount of the price at which 
the security was first offered permits auc
cessive purchasers to sue and therefore the 
final aggrega.te liabillty may be much more 
than· the original price. 

Section 35 of the British act requires cer
tain things to be set forth in the prospectus, 
but does not contain any provisions as -i;o 
what the civll llabllity is if any of the things 
are omitted to be set out. However, that it 
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Civil Uabilities arising in connection with 
prospectuses and communication 

SEc. 12. Any person who--
( 1) sells a security in violation of seo

tion 5, or 
(2) sells a security (whether or not ex

empted by the provisions of section 3, 
other than paragraph (2) of subsection 
(a) thereof), by the use of any means or 
instruments of transportation or communi
cation in interstate commerce or of the 
mails, by means of a prospectus or oral 
communication, which includes an untrue 
statement of a material fact or omits to 
state a material fact necessary in order to 
make the statements, in the light of the 
circumstances under which they were made, 
not misleading (the purchaser not know
ing of such untruth or omission) and who 
shall not sustain the burden of proof that 
he did not know, and in the exercise of 
reasonable care could not have known, of 
such untruth or omission. 
shall be liable to the person purchasing 
such security from him, who may sue 
either at law or in equity in any court of 
competent jurisdiction, to recover the con
sideration paid for such security With in
terest thereon, less the amount of any in
come received thereon, upon the tender of 
such security, or for damages if he no 
longer owns the security. 

Limitation of actions 
SEC. 13. No action shall be maintained 

to enforce any liability created under sec
tion 11 or section 12 (2) unless brought 
within 2 years after the discovery of the 
untrue statement or the omission, -0r after 
such discovery should have been made by 
the exercise of re..asonable c:iiligence, O.J', if 
the action is to enforce a. liability creat.ed 
under section 12 (1), unless brought within 
2 years after the violation upon which it is 
based. In no event s;hall any such action 
be brought to enforce a liability created 
under section 11 or section 12 ( 1) more 
th-an 10 years after- tbe security was bona 
fide offered to the public. 

Contrary stipulations void 
SEC. 14. Any condition. stipulation, or 

provision bin.Qi.Ilg a..o.y person acquiring 
any security to waive compliance with a.ny 
provision ot this title or of tb.e rules and 
regulati-0JlS Qf t.b.e COJJl.l:Jli~io.n shall be void. 

( 4) In the event of noncompliance with 
or contravention of any of the requirements 
of this section, a director or other person 
responsible for the prospectus shall not in
cur any liability by reason of the noncom
pliance or contravention, if-

(a) as regards any matter not disclosed, 
he proves that he was not cognizant 
thereof; or 

(b) he proves that the noncompliance or 
contravention arose from an honest mistake 
of fact on his part; or 

(c) the noncompliance or contravention 
was in respect of matters which in the 
opinion of the court dealing With the case 
were immaterial or was otherWise such as 
ought, in the opinion of that court, having 
regard to all the circumstances of the 
case, reasonably to be excused; 

Provided, That in the event of failure to 
include in a prospectus a statement with 
respect to the matters specified in para
graph 15 of part I of the fourth schedule 
of this act, no director or other person shall 
ineur any liability in respect of the failure 
:unless it be proved that he had knowledge 
of the matters not disclosed, 

(8) Where any person is convicted in 
England of having made an offer in con
travention of the provisions .of this section, 
the court before which he is convicted may 
order that any contract made as a result of 
the offer shall be void, and, where it makes 
a.ny such order, may give such consequen
tial directions as it thinks proper for the 
repayment of any money or the retranster 
of any shares (sec. 356 (8)). 

(2) A condition requiring or binding an 
applicant for .shares in or debentures of a 
company to waive compliance with any i·e
qUirement of this .section, or purporting to 
dec.t him with notice of any .contract, 

COMMENTS--eon. 
was int.ended to impose a liability is fairly 
clear from subsection 4, which stat.es there 
is no liability in certain instances, It h~ 
been held in England that a pla1ntiff jn 
order to establish his right to recovery of 
damages must show not merely the omis ... 
sion to state some matter requlred to be 
stated in the prospectus but that the omis
sion was equivalent to misstatements, and 
that the plaintiff has sufiered loss as a re
sult of the omission. 

The United St-ates act places excuses for 
false statements and for omissions on the 
same basis. Section 11 (a) and 11 (b). 
The British act more readily excuses omis
sions. 

Under the British act a person i~ excused 
from omitting to state sometl:ling which he 
can prove he did not know o:r if he can 
prove he made an honest mistake of fact. 
This is reasonable and does not require d.i· 
rectors and others to be " insurers " but 
only to use proper care. 

Omission of matters which the court 
feels were immaterial or the omi.Ssion other
wise e..x.cusable do not give rise to liability 
under the British act. This seems to be 
about tlle same tb.ing the United St.ates act 
aims at when it creates liabilities in re 
omissions of "material facts." 

Paragraph 15 referred to in this section 
deals with disclosing in the prospectus of 
the interest of any director in property to 
be acquired by the company and places 
the burden of proof on the party seeking 
to recover by reason of the omission of any 
such statement to show that the defend
ant had knowledge of the matter not dis
closed. Throughout the entire provisions 
of the United States act section 11 (b) 
the burden of proof is on the defendant. 

This provision of the British act ap
pears most nearly analogous to section 12 of 
the United States act. "This section" re
ferred to in the British provision is section 
356, which requires a written offer to the 
public to contain certain information. 

In England, the general statute of limi· 
tations applies and will be a bar to pro
ceedings after 6 years and the time com
mences to run from the date of allotment, 
unless there was " concealed fraud." (Hand
book on Joint Stock Companies, Gore
Browne, 38th ed.) 

,. This section " referred to in the pro
vision o! the British act ls section 35 which 
requires a prospectus to contain certain in
formation. A similar provision ts contained 
in section 355 relating to a prospectus of a. 
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Liabi!ity of controlling persom 
SEc. 15. Every person who, by or through 

stock ownership, agency or otherwise, or 
who, pursuant to or 1n connection with 
an agreement or understanding With one 
or more other persons by or through stock 
ownership, agency, or otherwise, controls 
any person liable under section 11 or 12, 
shall also be liable jointly and severally 
with and to the same extent as such con
trolled person ·to any perrnn to whom such 
controlled person is liable. 

Additional remedies 

BltlTISB COMPANIES ACr <ll' 1929---00n.. 

document. or matter no"t specl.ftcally re
ferred to 1n the prospectus, shall be vold 
(sec. 35(2) ). 

SEc. 16. The rights and remedies pro- (6) Nothing tn thm section shall llm1t or 
vided by this title shall be in addition to diminish any llab111ty which any person 
any and all other rights and remedies that may incur under the general law or this act 
may exist at law or in equity. apart from this section (sec. 85 (6) ). 

Fraudulent interstate transactions 
SEc. 17. (a) It shall be unlawful for any 

person in the sale of any securities by the 
use of any means or instruments of trans
portation or communication in interstate 
commerce or by the use of the malls, directly 
or indirectly-

( 1) to employ any device, scheme, or 
artifice to defraud; or 

(2) to obtain money or property· by 
means of any untrue statement of a mate
rial fact or any amiss.ion to state a material 
fact necessary in order to make the state
ments made, in the light of the circum
stances under which they were made, no' 
misleading; or 

( 3) to engage in any transact.ion, prac
tice, or course of business which operates 
or would operate as a fraud or deceit upon 
the purchaser. 

(b) It shall be unlawful for any person, 
by the use of any means or instruments 
of transportation or communication in in
terstate commerce or by the use of the 
mails, to publish, give public.tty to, or cir
culate any notice, circular, advertisement. 
newspaper, article, letter, investment serv
ice, or communication which, though not 
purporting to offer a securlty for sale, de
scribes such security for a consideration 
received or to be recelved, directly or in
directly, from an issuer, underwriter, or 
dealer, without fully disclosing the receipt. 
whether past or prospective, of such con
sideration and the amount thereof. 

(c) The exemptions provided in section 3 
shall not apply to the provisions of th18 
section. 

State control of securities 
SEC. 18: Nothing in this title shall affect 

the jurisd1ction of the securities commis
mission (or any agency or office performing 
like functions) of any State or Territory 
of the United States, or the District of 
Columbia, over any security or any person. 

Special powers of Commission 
SEC. 19. (a) The Commission shall have 

authority from time to time to make, 
amend, and rescind such rules and regula
tions as may be necessary to carry out the 
provisions of this title, including rules and 
regulations governing registration state
ments and prospectuses for various classes 
of securities and issuers, and defining ac
counting and trade terms used in th.is title. 
Among other things, the Commission shall 
have authority, for the purposes of this 
title, to prescribe the form or forms 1n 
which required .information shall be set 
forth, the items or details to be shown in 
the balance sheet and earning statement, 
and the methods to be followed in the 
preparation of accounts, in the appraisal 
or valuation of assets and liabilities, in the 
determination of depreciatlon and deple
tion, in the differentiation of recurring and 
nonrecurring income, in the differentia
tion of investment and operating income, 
and in the preparation, where the Com
mission deems it necessary or desirable, of 
consolidated. balance sheets or income ao-

COMMENT&--CO?l. 

company organized outside af Great Britain. 
(See .sec. 355(2) .) 

The British act does not carry the lla
bllity of the company to stockholders who 
may control the company. 

.. Th18 section " referred to 1n the pro
v1s1on of the British act ts section 35, which. 
requ1res a prospectus to contain certain in
formation and deals with civil liability. A 
simllar provision ls contained In section 
355, relating to offers of securities of com
panies organized outside .o! Great Britain. 
(See sec. 355 (4) .) 

The Britlsh act does not cover fraudulent 
transactions as such, but leaves the parties 
to their rights under general law relating to 
traucl. 

It should be noted that the acts declared 
by section 17 of the United States act to be 
unlawful apply even as to securities that 
are otherwise exempt from the act under 
section S. 

Under the United States act the Com
mission 1s given broad power to prescribe 
rules and regulations to carry out the pro
visions of the act and in Its investtgatioD.3 
under the act can require persons to testify 
and submit books, etc., for scrutiny. The 
Registrar under the British act has no 
lltlch powers. 
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counts of any person directly or indirectly 
controlling or controlled by the issuer, or 
any person under direct or indirect com
mon control with the issuer; but insofar 
as they relate to any common carrier sub
ject to the provisions of section 20 of the 
Interstate Commerce Act, as amended, the 
rules and regulations of the Commission 
with respect to accounts shall not be in
consistent with the requirements imposed 
by the Interstate Commerce Commission 
under a~thority of ;.uch section 20. The 
rules and regulations of the Commission 
shall be effective upon publication in the 
manner which the Commission shall pre
scribe. 

(b) For the purpose of all investigations 
which, in the opinion of the Commission, 
are necessary and proper for the enforce
ment of this title, any member of the Com
mission or any officer or officers designated 
by it are empowered to administer oaths 
and affirmations, subpena witnesses, take 
evidence, and require the production of 
any books, papers, or other documents 
which the Commission deems relevant or 
material to the inquiry. Such attendance 
of witne~es and the production of such 
documentary evidence may be required 
from any place in the United States or any 
Territory at any designated place of hear
ing. 

Inju nctions and prosecution of offenses 
SEC. 20. (a) Whenever it shall appear to 

the Commission, either upon complaint or 
otherwise, that the provisions of this title, 
or of any rule or regulation · prescribed un
der authority thereof, have been or are 
about to be violated, it may, in its discre
tion, either require or permit such person 
to file with it a statement in writing, under 
oath, or otherwise, as to all the facts and 
circumstances concerning the subject mat
ter which it believes to be in the public 
interest to investigate, and may investi
gate such facts. 

(b) Whenever it shall appear to the Com
mission that any person is engaged or about 
to engage in any acts or practices which 
constitute or will constitute a violation of 
the provisions of this title, or of any rule 
or regulation prescribed under authority 
thereof, it may in its dis-eretion, bring an 
action in any district court of the United 
States, United States court of any Terri
tory, or the Supreme Court of the District 
of Columbia to enjoin such acts or prac
tices, and upon a proper showing a perma
nent or temporary injunction or restraining 
order shall be granted without bond. The 
Commission may transmit such evidence as 
may be available concerning such acts or 
practices to the Attorney General who may, 
in his discretion, institute the necessary 
criminal proceedings under this title. Any 
such criminal proceeding may be brought 
either in the district wherein the trans
mittal of the prospectus or security com
plained of begins, or in the district wherein 
such prospectus or security is received. 

( c) Upon application of the Commission 
the district courts of the United States, the 
United States courts of any Territory, and 
the Supreme Court of the District of Co-
1 umbia, shall also have jurisdiction to issue 
writs of mandamus commanding any per
son to comply with the provisions of this 
title or any order of the Commission made 
in pursuance thereof. 

Hearings by Commissfon 
SEC. 21. All hearings shall be public and 

may be held before the Commission or an 
officer or officers of the Commission desig
nated by it, and appropriate records 
thereof shall be kept. 

Jurisdiction of offenses and suits 
SEC. 22. (a) The district courts of the 

United States, the · United States courts of 
any Territory, and the Supreme Court of 
the District of Columbia shall ha"Ve juris
diction of offenses and violations under 
this title and under the rules and regula
tions promulgated by the Commission in 
respect thereto, and, ci>ncurrent with State 
and Territorial courts, of all suits in equity 

BRITISli COMPANIES · ACT Oi' 1929--COD. 

Under the United States act the Commis
sion may institute proceedings for an in
junction to prohibit practices which are in 
violation of the act or may refer the mat
ter to the Attorney General for a criminal 
prosecution. Under t he British act the 
registrar has no such powers. 
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and actions at law brought to enforce any 
liability or duty created by this title. Any 
such suit or action may be brought in the 
district wherein the defendant is found or 
1s ·an inhabitant or transacts business, or 
in the district where the sale took place, 1! 
the defendant participated therein, and 
process in such cases may be served in any 
other district of which the defendant is 
an inhabitant or wherever the defendant 
may be found. Judgments and decrees so 
rendered shall be subject to review as pro
vided in sections 128 a.nd 240 of the 
Judicial Code, as amended (U.S.C., title 
28, secs. 225 and 347). No case arising 
under this title and brought in any State 
court of competent jurisdiction shall be 
removed to any court of the United States. 
No costs shall be assessed for or against the 
Commission in any proceeding under this 
title brought by or against it in the 
Supreme Court or such other courts. 

(b) In case of contumacy or refusal to 
obey a subpena issued to any person, any 
of the said United States courts, within the 
jurisdiction of which said person guilty of 
contumacy or refusal t'o obey is found or 
resides, upon application by the Commis· 
sion, may issue to such person an order 
requiring such person to appear before the 
Commission, or one of its examiners desig
nated by it, there to produce documentary 
evidence, 1f so ordered, or there to give 
evidence touching the matter in question; 
and any failure to obey such order of the 
court may be punished by said court as a 
contempt thereof. 

(c) No person shall be excused from at
tending and testifying or from producing 
books, papers, contracts, agreements, and 
other documents before the Commission, or 
in obedience to the subpena of the Com· 
mission or any member thereof or any 
ofilcer designated by it, or in any cause or 
proceeding instituted by the Commission, 
on the ground that the testimony or evi
dence, documentary or otherwise, reqUired 
of him, may tend to incriminate him or 
subject him to a penalty or forfeiture; but 
no individual shall be pro~cuted or sub
jected to any penalty or forfeiture for or 
on account of any tranbaetion, matter, or 
thing concerning which he is compelled, 
after having claimed h1s privilege against 
self-incrimination, to testify or produce evi· 
dence, documentary or otherwise, except 
that such individual so testifying shall not 
be exempt from prosecution and punish· 
ment for perjury committed in so testifying. 

Unlawful representations 
·SEC. 23. Neither the fact that the regis

tration statement for a security has been 
filed or is in effect nor the fact that a 
stop order is not in effect with respect 
thereto shall be deemed a finding by the 
Commission that the registration state· 
ment is true and accurate on its face or 
that it does not contain an untrue state
ment of fact or omit to state a material 
fact, or be held to mean that the Commis· 
slon has in any way passed upon the merits 
of, or given approval to, such security. It 
shall be unlawful to make, or cause to be 
made, to any prospective purchaser any 
representation contrary to the foregoing 
provisions of this section. 

Penalties 
SEC. 24. Any person who willfully vio· 

lates any of the provisions of this title, or 
the rules and regulations promulgated by 
the Comm.ission under authority thereof, 
or any person who willfully, in a registra· 
tlon statement filed under this title, makes 
any untrue statement of a .material fact or 
omits to state any material fact required to 
be stated therein or necessary to make the 
statement therein not misleading, shall 
upon conviction be fined not more than 
$5,000 or imprisoned not more than 5 years, 
or both. 

BRITISH COMPANIES /Cr o:r 1929--COn. 

(5) If a prospectus ls issued without a 
copy thereof being so delivered, the com· 
pany, and every person who is knowingly a 
party to the issue of the prospectus, shall 
be liable to a fine not exceeding £5 for 
every day from the date of the issue of the 
prospectus until a copy thereo! 1s so deliv· 
ered (sec. 34 (5)). 

COMMENTS-COll. 

The ,. so dellvered " appearing tn thts 
subsection of the British act refers to the 
requirement of section 34 that a copy of 
the prospectus must be filed with the 
registrar. 

If any person acts tn contravention of .. This subsection" here referred to in the 
the provisions of this subsection, he shall British a.ct provisions is (3) of section 35, 
be liable to a fine not exceeding £500 which makes it unlawful to issue a form of 
(sec. 35 (3) }. application for shares unless accompanied 

by a prospectus, 
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Jurisdiction of other governmental agencies 
over securities 

SEC. 25. Nothing in this title shall relieve 
any person from submitting to the respec
tive supervisory units of the Government 
of the United States information, reports, 
or other documents that are now or may 
hereafter be required by any provision of 
law. 

Separability of provisions 
SEC. 26. If any provision of this act, or 

the application of such provision to any 
person or circumstance, shall be held in
valid, the remainder of this act, or the 
application of such provision to persons 
or circumstances other than those as to 
which it is held invalid, shall not be 
affected thereby. 

SCHEDULE A 

(1) The name under which the issuer is 
doing or intends to do business. 

(2) The name of the State or other sov
ereign power under which the issuer is 
organized. 

(3) The location of the issuer's principal 
office, and if the issuer is a foreign or ter
ritorial person, the name and address of its 
agent in the United States authorized to 
receive notice. 

(4) The names and addresses of the di
rectors or persons performing slmilar func
tions, and the chief executive, financial and 
accounting officers, chosen or to be chosen 
if the issuer· be a corporation, association, 
trust, or other entity; of all partners, if the 
issuer be a partnership; and of the issuer, if 
the issuer be an individual; and of the pro
moters in the case of a business to be 
formed, or formed within 2 years prior to 
the filing of the registration statement. 

( 5) The names and addresses of the un
derwriters. 

(6) The names and addresses of all per
sons, if any, owning of record or bene
ficially, if known, more than 10 percent of 
any class of stock of the issuer, or more 
than 10 percent in the aggregate of the 
outstanding stock of the issuer as of a date 
within 20 days prior to the filing of the 
registration statement. 

(7) The amount of securities of the is
suer held by any person specified in para
graphs (4), (5), and (6) of this schedule, 
as of a date within 20 days prior to the 
filing of the registration statement, and, 
if possible, as of 1 year prior thereto, and 
the amount of the securities for which the 
registration statement ls filed, to which 
such persons have indicated their intention 
to subscribe. 

(8) The general character of the business 
actually transacted or to be transacted by 
the issuer; 

BRITISH ()QMPANIES ACT OP 1929~D.. 

(6) Any person who ts knowingly respon
sible for the issue, circulation or distribu
tion of any prospectus, or for the issue of 
a form of application for shares or deben
tures in contravention of the provisions 
of this section shall be liable to a fine not 
exceeding £500 (sec. 354 (6)). 

(5) If any person acts, or incites, causes, 
or procures any person to act, in contra
vention of this section, he shall be liable 
to imprisonment for a term not exceeding 
6 months or to a fine not exceeding £200, or 
to both such imprisonment and fine, and 
1n the case of a second or subsequent 
offence to imprisonment for a term not ex
ceeding 12 months or to a fine not exceed
ing £500, or to both such imprisonment 
and fine (sec. 356 (5)). 

(6) Where a person convicted of an of
fence under this section is a company 
(whether a company within the meaning of 
this act or not) , every director and every 
officer concerned in the management of the 
company shall be guilty of the like offence 
unless he proves that the act constituting 
the offence took place without his k:nowl• 
edge or consent (sec. 356 (6)). 

FOURTH SCHEDULE 

(v) The date on which and the country 
in which the company was incorporated 
(sec. 355 (1)). 

(vi) Whether the company has estab
lished a place of business in Great Britain, 
and, if so, the address of its principal office 
in Great Britain (sec. 355 (1)). 

4. The names, descriptions, and addresses 
of the directors or proposed directors (fourth 
schedule, pt. I, 14). 

14. The names and addresses of the au
ditors, if any, of the company (fourth 
schedule, pt. I, 14). 

(t) the objects of the company (sec. 
355 (1)); 

Provided, That--
(i) where any prospectus is published as 

a newspaper advertisement, it sh-all be a 
sufficient compliance with the requirements 
that the prospectus must specify the ob
jects of the company if the advertisement 
specifies the primary object with which the 
company was formed; and (sec. 355 (1)) 

OOM~on. 

Section 354 of the British act here re.. 
ferred to is a section dealing with the pros
pectus of companies organized outside ot 
Great Britain.. 

. .. This section .. here referred to ts sect1o~ 
356 of the British act which requires, among 
other things, that an offer, if in writing. 
must be accompanied by a statement con
taining specified information. 

Under the British acl this need be shown 
only in a prospectus of a company orga.n .. 
!zed outside of Great Britain (sec. 355). 

Under the British act this need be shown 
only in a prospectus of a company or
ganized outside of Great Britain (sec. 355). 

Under the British act this need be shown 
only in a prospectus of a company organ• 
ized outside of Great Britain (sec. 355). 
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(9) A statement of the capitalization of 
the issuer, including the authorized and 
outstanding amounts o! its capital stock 
and the proportion thereof paid up, the 
number and classes of shares in which such 
capital stock is divided, par value thereof
or, 1f it has no par value, the stated or as
signed value thereof-a description of the 
respective voting rights, preferences, con
version, and exchange rights, rights to divi
dends, profits, or capital of each class, with 
respect to each other class, including the 
retirement and liquidation rights or values 
thereof. 

(10) A statement of the securities, 1! any, 
covered by options outstanding or to be 
created in connection with the security to 
be offered, together with the names and 
addresses of all persons, if any, to be al
lotted more than 10 percent in the aggre
gate of such options. 

( 11) The amount of capital stock of each 
class issued or included in the shares of 
stock to be offered. 

(12) The amount of the funded debt out
standing and to be created by the security 
to be offered, with a brief description of 
the date, maturity and character of such 
debt, rate of interest, character of amorti
zation provisions, and the security, if any, 
therefor. U substitution of any security 
is permissible, a summarized statement of 
the conditions under which such substitu
tion is permitted. U substitution is per
missible without notice, a specific state
ment to that effect. 

(13) The specific purposes 1n detail and 
the approximate amounts to be devoted to 
such purposes, so far as determinable, for 
which the security to be offered is to sup
ply funds, and if the funds are to be raised 
in part from other sources, the amounts 
thereof and the sources thereof, shall be 
stated. 

(14) The remuneration, paid or estimated 
to be paid, by the issuer or its predecessor, 
directly or indirectly, during the past year 
and ensuing year to (a) the directors or 
persons performing s1m1lar functions, and 
(b) its officers and other persons, naming 
them wherever such remuneration exceeded 
$25,000 during any such year. 

(15) The estimated net proceeds to be 
derived from the security to be offered. 

(16) The price at which it is proposed 
that the security shall be offered to the 
public or the method by which such price 
is computed and any variation therefrom 
at which any portion of such security is 
proposed to be offered to any persons or 
classes of persons, other than the under
writers, naming them or specifying the 
class. A variation in price may be proposed 
prior to the date of the public offering of 
the security, but the Commission shall 
immediately be notified of such variation. 

(17) All commLssions or discounts paid or 
to be paid, directly or indirectly, by the 
issuer to the underwriters in respect of the 

BRITISH COMPANIES ACT oF 192s--con. 

16. If the prospectus invites the publlc 
to subscribe for shares in the company and 
the share capital of the company is di
vided into different classes of shares, the 
right of voting at meetings of the company 
conferred by, and the rights in respect of 
capital and dividends attached to, the sev
eral classes of shares respectively (fourth 
schedule, pt. I, 16). 

2. The number of founders or manage
ment or deferred shares, if any, and the 
nature and extent of the interest of the 
holders in the property and profits of the 
~ompany (fourth schedule, pt. I, 2). 

5. Where shares are offered to the publlc 
for subscription particulars as to-

(i) the minimum amount which, in the 
opinion of the directors, must be raised by 
the issue of those shares in order to provide 
the sums, or, if any part thereof is to be 
defrayed in any other manner, the balance 
o! the sums, required to be provided 1n 
respect of each of the following matters: 

(a) the purchase price of any property 
purchased or to be purchased which is to 
be defrayed in whole or in part out of the 
proceeds of the issue; 
· (b) any preliminary expenses payable by 
the company, and any commission so pay
able to any person in consideration of his 
agreeing to subscribe for, or of his procur
ing or agreeing to procure subscriptions for, 
any shares in the company; 

( c) the repayment of any moneys bor
rowed by the company in respect of any of 
the foregoing matters; 
· (d) working capital; and 

(ii) the amounts to be provided in re
spect of the matters aforesaid otherwise 
than out o! the proceeds o! the issue and 
the sources out of which those amounts a.re 
to be provided (fourth schedule, pt. I, 5) . 

3. The number of shares, if any, fixed by 
the articles as the qualification of a direc
tor, and any provision in the articles as to 
the remuneration o! the directors (fourth 
schedule, pt. I, 3) . 

(11) In paragraph 3 of part I of the said 
Fourth Schedule a reference to the consti
tution of the company shall be substituted 
for the reference to the articles; and (sec. 
355 (1))-

( a) the net amount of the consideration 
received or to be received by the company 
in respect of the shares or debentures to 
which the offer relates; and (sec. 38 (3) a)-

The amount payable on application and 
allotment on each share • • • (fourth 
schedule, pt. I, 6). 

10. The .amount, 1! any, paid within the 
2 preceding years, or payable, as commission 
(but not including oommission to sub-

COMMENTS--COD. 

The British act requires a statement or 
any provisions in the charter of a. company 
as to the remuneration of directors but does 
not require that the amounts actually paid 
be shown. 

This provision of the British act applies 
only as respects companies organized out-
side of Great Britain (sec. 355). 

Under the British act this need be shown 
only where the securities have been allotted 
to one or a few persons with a view to their 
dlsposing of the securities to the publlq 
(sec. 38). 
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sale of the security to be offered. Commis
sions shall include all cash, securities, con
tracts, or anything else of value, paid, to be 
set aside, disposed of, or understandings 
with or for the benefit of any other person 
in which any underwriter is interested, 
made, in connection with the sale of such 
security. A commission paid or to be paid 
1n connection with the sale of such security 
by a person in which the issuer has an in
terest or which is controlled or directed by, 
or under common control with, the issuer 
shall be deemed to have been paid by the 
issuer. Where any such commission is paid, 
the amount of such commission paid to 
each underwriter shall be stated. 

(18) The amount or estimated amounts, 
itemized in reasonable detail, of expenses, 
other than commissions specified in para
graph (17) of this schedule, ineurred or 
borne by or for the account of the issuer in 
connection with the sale of the security to 
be offered or properly chargeable thereto, 
including legal, engineering, certification, 
authentication, and other charges. 

(19) The net proceeds derived from any 
security sold by the issuer during the 2 
years preceding the filing of the registra
tion statement, the price at which such 
security was offered to the public, and the 
names of the principal underwriters of such 
security. 

(20) Any amount paid within 2 years pre
ceding the filing of the registration state
ment or intended to be paid to any pro
moter and the consideration for any such 
payment. 

(21) The names and addresses of the 
vendors and the purchase price of any prop
erty, or goodwill, acquired or to be acquired, 
not in the ordinary course of business, 
which is to be defrayed in whole or in part 
from the proceeds of the security to be 
offered, the amount of any commission 
payable to any person in connection with 
such acquisition, and the name or names 
of such person or persons, together with 
any expense incurred or to be incurred. in 
connection with such acquisition, including 
the cost of borrowing money to finance 
such acquisition. 

(22) Full particulars of the nature and 
extent of the interest, if any, of every di
rector, principal executive officer, and of 
every stockholder holding more than 10 per
cent of any class of stock or more than 
10 percent in the aggregate of the stock of 
the issuer, in any property acquired, not in 
the ordinary course of business of the 
issuer, within 2 years preceding the filing 
of the registration statement or proposed to 
be acquired at such date. 

( 23) The names and addresses of counsel 
who have passed on the legality of the 
issue. 

(24) Dates of and parties to, and the gen
eral effect concisely stated of every material 
contract made, not in the ordinary course 
of business, which contract is to be exe
cuted in whole or in part at or after the 
filing of the registration statement or which 
contract has been made not more than 2 

. years before such filing. Any management 
contract or contract providing for special 
bonuses or profit-sharing arrangements, and 
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underwriters) for subscribing or agreeing to 
subscribe, or procuring or agreeing to pro
cure subscriptions, for any shares in, or 
debentures of, the company, or the rate of 
any such com.mission (fourth schedule, pt. 
I, 10). 

11. The amount or estimated amount of 
preliminary expenses (fourth schedule, pt. 
I, 11). · 

6. The amount payable on application 
and allotment on each share, and, in the 
case of a second or subsequent offer of 
shares, the amount offered for subscription 
on each previous allotment made within 
the 2 preceding years, the amount actually 
allotted, and the amount, if any, paid on 
the shares so allotted (fourth schedule, pt. 
I, 6). 

7. The number and amount of shares and 
debentures which withiD; the 2 preceding 
years have been issued, or agreed to be 
issued, as fully or partly paid up otherwtc;e 
than in cash, and in the latter case the 
extent to which they are so paid up, and 
1n either case the consideration for which 
those shares or debentures have been issued 
or are proposed or intended to be issued 
(fourth schedule, pt. I, 7). 

12. The amount paid within the 2 pre
ceding years or intended to be paid to any 
promoter, and the consideration for any 
such payment (fourth schedule, pt. I, 12). 

8. The names and addresses of the ven
dors of any property purchased or acquired 
by the company, or proposed so to be pur
chased or acquired. which is to be paid 
for wholly or partly out of the proceeds of 
the issue offered for subscription by the 
prospectus, or the purchase or acquisition 
of which has not been completed at the 
date of issue of the prospectus, and the 
amount payable in cash, shares, or deben
tures, to the vendor, and where there is 
more than one separate vendor, or the com
pany is a subpurcha.ser, the amount so pay
able to each vendor (fourth schedule, pt. 
I, 8). 

9. The amount, if any, paid or payable as 
purchase money in cash, shares, or deben
tures, for any such property a.s aforesaid, 
specifying the amount, 1! any, payable for 
good will (fourth schedule, pt. I, 9) . 

15. Full particulars of the nature and ex
tent of the interest, if any, of every director 
in the promotion of, or in the property 
proposed to be acquired by, the company, 
or, where the interest of such a director 
consists in being a partner in a firm, the 
nature and extent of the interest of the 
ftrm, with a statement of all sums paid or 
agreed to be paid to him or to the firm in 
cash or shares or otherwise by any person 
either to induce him to become or to 
qualify him a.s a director, or otherwise for 
services rendered by him or by the firm in 
connection with the promotion or for
mation of the company (fourth schedule. 
pt. I, 15). 

13. The dates of and parties to every ma
terial contract, not being a contract entered 
1.nto 1.n the ordinary course of the business 
carried on, or intended to be carried on, by 
the company or a contract entered into 
more than 2 years before the date of issue 
of the prospectus, and a reasonable time 
and place at which any such material con
tract or a copy thereof may be inspected 
{fourth schedule, pt. I. 13). 

The United States ~ct requires a concise 
statement of the general effect of every ma
terial contract and also requires (sec. 30 of 
schedule A) a copy of the contracts to ba 
filed. The British act requires only the 
dates and the parties with a statement of 
where and when the contracts mn.y be 
inspected. · 
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every material patent or contract for a ma
terial patent right, and every contract by 
or with a public-utility company or an 
affiliate thereof, provid1ng for the giving or 
receiving of technical or financial advice or 
service (if such contract may involve a 
charge to any party thereto at a rate in 
excess of $2,500 per year in cash or securi
ties or anything else of value), shall be 
deemed a material contract. 

( 25) A balance sheet as of a date not 
more than 90 days prior to the date of 
the filing of the registration statement 
showing all of the assets of the issuer, the 
nature and cost thereof, whenever deter
minable, in such detail and in such form 
as the Commission shall prescribe (with 
intangible items segregated), including any 
loan in excess of $20,000 to any otficer, di
rect9r, stockholder, or person directly or 
indirectly controlling or controlled by the 
issuer, or person under direct or indirect 
common control with the issuer. All the 
liabilities of the issuer in such detatl and 
such form as the Commission shall pre
scribe, including surplus of the issuer show
ing how and from what sources such sur
plus was created, all as "Of a date not more 
than 90 days prior to the fil1ng of the 
registration statement. If such statement 
be not certified by an independent public 
or certified accountant, in addition to the 
balance sheet required to be submitted 
under this schedule, a similar detailed 
balance sheet of the assets and 11ab111ties 
of the issuer, certified by an independent 
public or certified accountant, of a date 
not more than 1 year prior to the filing of 
the registration statement, shall be sub
mitted. 

(26) A profit-and-loss statement of the 
issuer showing earnings and income, the 
nature and source thereof, and the expenses 
and fixed charges in such detail and such 
form as the Commission shall prescribe for 
the latest fiscal year for which such state
ment is available and for the 2 preceding 
fiscal years, year by year, or, if such issuer 
has been in actual business for less than 3 
years, then for such time as the issuer has 
been in actual business, year by year. If 
the date of the filing of the registration 
statement is more than 6 months after the 
close of the last fiscal year, a statement 
from such closing date to the latest prac
ticable date. Such statement shall show 
what the practice of the issuer has been 
during the 3 years or lesser period as to 
the character of the charges, dividends, or 
other distributions made against its various 
surplus accounts, and as to depreciation. 
depletion, and maintenance charges, ln 
such detail and form as the Commission 
shall prescribe and if stock dividends or 
avails from the sale of rights have been 
credited to income, they shall be shown 
separately with a statement of the basis 
upon which the credit is computed. Such 
statement shall also d.i1Ierentiate between 
any recurring and nonrecurring income and 
between any investment and operating in
come. Such statement shall be certified by 
an independent public or certified ac
countant. 

( 27) If the proceeds, or any part of the 
proceeds, of the security to be issued 1s to 
be applied directly or indirectly to the pur
chase of any business, a profit-and-loss 
statement of such business certified by an 
independent public or certified accountant, 
meeting the requirements of paragraph 
(26) of this schedule, for S preced1ng fiscal 
years, together with a balance sheet, simi
larly certified, of such business, meeting 
the requirements of paragraph (25) of this 
schedule of a date not more than 90 days 
prior to the filing of the registration state
ment or at the date such business was 
acquired by the issuer if the business was 
acquired by the issuer more than 90 days 
prior to the filing of the registration state
ment. 

(28) A copy of any agreement or agree
ments (or, if identlc agreements are used, 
the forms thereof) made with any under
writer, including all contracts and agree-

1. A report by the auditors of the com
pany with respect to the profits of the 
company 1n respect of each of the 3 
financial years immediately preceding the 
issue of the prospectus, and with respect to 
the rates of the dividends, 1! a.ny, paid by 
the company in respect of each class of 
shares in the company 1n respect of each of 
the said 3 years, giving particulars of each 
such class of shares on which such divi
dends have been paid and particulars of the 
cases in which no dividends have been pa1d 
1n respect of any class of shares in respect 
of any of those years, and, 1! no accounts 
have been made up in respect o! any pa.rt 
of the period of 3 yea.rs ending on a date 
3 months before the issue of the prospectus, 
containing a statement of that !act (fourth 
schedule, pt. II. 1). 

2. If the proceeds, or any pa.rt of the 
proceeds, of the issue of the shares or de
bentures are or is to be applied directly or 
indirectly in the purchase of any bu.s1ness, 
a report made by accountants who shall 
be named in the prospectus upon the prof
its of the business in respect of each of 
the 3 financial years 1mmed1a.tely preced
ing the issue of the prospectus (fourtll 
schedule, pt. II, 2). 

(b) The place and time at which the Under the British act this need be sh0'"1 
contract under which the said shares 01' ' only where the securtties have been al
debentures have been or are to be allotted lotted to one or a few persons with a view 
may be tnspected (sec. 38 (3) (b). to their disposing of the securities to the 
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ments referred to in paragraph (17) of this 
schedule. 

(29) A copy of the opinion or opinions 
of counsel in respect to the legality of the 
issue, with a translation of such opinion. 
when necessary into the English language. 

(30) A copy of all material contracts re
ferred to in paragraph (24) of this sched
ule, but no disclosure shall be required of 
any portion of any such contract if the 
Commission determines that disclosure of 
such portion would impair the value of the 
contract and would not be necessary for 
the protection of investors. 

(31) Unless previously filed and regis
tered under the provisions of this title, and 
brought up to date, (a) a copy of its arti
cles of incorporation, with all amendments 
thereof and of its existing bylaws or in
struments corresponding thereto, whatever 
the name, if the issuer be a corporation; 
(b) copy of all instruments by which the 
trust is created or declared, if the issuer is 
a trust; (c) a copy of its articles of part
nership or association and all other papers 
pertaining to its origanization, if the issuer 
1s a partnership, unincorporated associa
tion, joint-stock company, or any other 
form of organization. 

(32) A copy of the underlying agree
ments or indentures affecting any stock, 
bonds, or debentures offered or to be 
offered. 

In case of certificates of deposit, voting
trust certificates, collateral-trust certifi
cates, certificates of interest or shares in 
unincorporated investment trusts, equip
ment-trust certificates, interim or other re
ceipts for certificates, and like securities, 
the Commission shall establish rules and 
regulations requiring the submission of in
formation of a like character applicable to 
such cases, together with such other infor
mation as it may deem appropriate and 
necessary regarding the character, financial 
or otherwise, of the actual issuer of the 
securities and/or the person performing the 
acts and assuming the duties of depositor 
or manager. 

1. Except where the prospectus is pub
lished as a newspaper advertisement, the 
contents of the memorandum, with the 
names, descriptions, and addresses of the 
signatories, and the number of shares sub
scribed for by them, respectively (fourth 
schedule, pt. I, 1) . 

• • • Particulars with respect to--

(11) the instrument constituting or de
fining the constitution of the company; 

(iii) the enactments, or provisions hav
ing the force of an enactment, by or under 
which the incorporation of the company 
was effected; 

(iv) an addres.s in Great Britain where 
the said instrument, enactments, or provi
sions, or copies thereof, and if the same 
are in a foreign language, a translation 
thereof certified in the prescribed manner, 
can be inspected (sec. 355 ( 1) ) . 

17. In the case of a company which has 
been carrying on business, or of a business 
which has been carried. on for less than 3 
years. the length of time during which the 
business of the company or the business to 
be .acquired, as the case may be, has been 
carried on (fourth schedule, pt. I. 17). 

PART ill 
PROVISIONS APPLYING TO PARTS I AND ll OF 

SCHEDULE 

1. The provisions of this schedule with 
respect to the memorandum and the quali
fication, remuneration, and interest of di
rectors, the names, descriptions, and ad
dres.ses of directors or proposed directors, 
and the a.mount or estimated amount of 
the preliminary expenses, shall not apply 
1n the case of a prosp.ectus issued more 
than 2 years after the date a.t whi-0h the 
company is entitled to commence business. 

(ill) Paragraph I of part III of that 
schedule shall have effect .as if the refer
ence to the memorandum were ~mitted 
therefrom (sec. 355 ( 1)) • 

2. Every person shall for the purpose of 
this schedule be deemed to be a vendor 
who has entered into any contract, abso
lute or conditional, for the sale or pur
chase, or . for any option of purchase, of 
any property to be acquired by the com
pany, in any case where-

(a) the purchase money is not fully paid 
at the date of the issue of the prospectus; 

(b) the purchase money is to be paid or 
satisfied. wholly .or in part out of the pro
ceeds of the issue offered for subscription 
by the prospectus; 

(c) the contract depends for its va.lid.ity 
pr fulfillment on the result of that issue. 

COMMENTS--OOll. 

public. The British act does not requir& 
copies to be filed, but only that they be 
ava.llable for inspection (sec. 38). 

Under the British act this information l:e 
not required in a prospectus of a company 
organized outside Great Britain (sec. 355 
(b)). 

Under the British act this need be shown 
only in a prospectus of a company organ
ized outside Great Britain (sec. 355). The 
British act does not require copies to be 
filed but only that they be available for 
inspection. These provisions do not apply 
to a prospectus issued " more than 2 years 
after the date at which the company 1s 
entitled to commence business " (proviso to 
sec. 355 (1) (a)). 

Under the United States act the Federal 
Trade Commission can make rules and reg
ulations as to the information which must 
be stated in a registration statement cover
ing securities of other than corporations. 
There are no similar provisions in the Brit
ish act, as that act only covers securities 
of " companies." 

The provisions of pa.rt III of the fourth 
schedule -0f the British act clarify and 
qualify to a certain extent the previously 
quoted provist-ons of parts I and II of that 
schedule. Part m is here given in its en
tirety instead of splitting provisions up and 
placing these provisions under the provi
sions of parts I and II to which part III 
applies. 

Under the British a.ct this applies only 
where the prospectus is of a company or
ganized outside of Grea.t Britain. 
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SCHEDULE B 

( 1) Name of borrowing government or 
subdivision thereof. 

( 2) Specific purposes in detail a.nd the 
approximate amounts to be d-:7oted to such 
purposes, so far as determinable, for which 
the security to be offered is to supply 
funds, and if the funds are to be raised 
in p~t from other sources, the amounts 
thereof and the sources thereof, shall be 
stated. 

(3) The amount of the funded debt and 
the estimated amount of the floating debt 
outstanding and to be created by the se
curity to be offered, excluding intergovern
mental debt, and a brief description of the 
date, maturity, character of such debt, rate 
of interest, character of amortization pro
visions, and the security, if any, therefor. 
If substitution of any security is permis
sible, a statement of the conditions under 
Which such substitution is permitted. If 
substitution is permissible without notice, 
a. specific statement to that effect. 

(4) Whether or not the issuer or its pred
ecessor has, within a period of 20 years 
prior to the filing of the registration state
ment, defaulted on the principal or interest 
of any external security, excluding inter
governmental debt, and, if so, the date, 
amount, and circU!llStances of such de
fault, and the terms of the succeeding 
arrangement, if any. 

( 5) The receipts, classified by source, and 
the expenditures, classified by purpose, in 
such detail and form as the Commission 
shall prescribe for the latest fiscal year for 
which such information is avaUable and 
the 2 preceding fiscal years, year by year. 

(6) The names and addresses of the 
underwriters. 

(7) The name and address of its au
thorized agent, if any, in the United States. 

( 8) The estimated net proceeds to be de
rived from the sale in the United States of 
the security to be offered. 

(9) The price at which it is proposed that 
the security shall be otfered in the United 
States to the public or the method by 
which such price is computed. A variation 
1n price may be proposed prior to the date 
of the public offering of the security, but 
the Commission shall immediately be noti
fied of such variation. 

( 10) All commissions paid or to be paid, 
directly or indirectly, by the issuer to the 
underwriters in respect of the sale of the 
security to be offered. Commissions shall 
include all cash, securities, contracts, or 
anything else of value, paid, to be set 

3. Where any property to be acquired by 
the company is to be taken on lease, this 
schedule shall have effect as if the expres
sion "vendor" included the lessor, and the 
expression "purchase money" included the 
consideration for the lease, and the expres
sion " subpurchaser " included a sublessee. 

4. For the purposes of paragraph 8 of 
part I of this schedule where the vendors 
or any of them are a firm, the members 
of the firm shall not be treated as aeparate 
vendors. 

5. If in the case of a company which has 
been carrying on business, or of a busi
ness which has been carried on for less 
than 3 years, the accounts of the com
pany or business have only been made up 
in respect of 2 years or 1 year, part II of 
this schedule shall have effect as if refer
ences to 2 years or 1 year, as the case may 
be, were substituted for references to 3 
years. 

6. The expression " financial year " in 
part II of this schedule means the year 
in respect of which the accounts of the 
company or of the business, as the case 
may be, are made up, and where by reason 
of any alteration of the date on which the 
financial year of the company or business 
terminates the accounts of the company or 
business have been made up for a period 
greater or less than a year, that greater or 
less period shall for the purpose of the said 
part of this schedule be deemed to be a 
financial year. 

COMMENTS--Con. 

The British act does not require a pro
spectus in connection with securities of 
for~ign governments or subdivisions thereof, 
being limited to companies, and has no 
provisions corresponding to schedule B of 
the United States act. 
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UNITED STATES SECURITIES ACT OF 1933--Con. 

aside, disposed of, or understandings with 
or for the benefit of any other persons in 

BRITISH COMPANIES ACT OF 1929--COn. COMMENTS--COn. 

which the underwriter is interested, made, 
in connection with the sale of such secur-
ity. Where any such commission is paid, 
the amount of such commission paid to 
each underwriter shall be stated. 

( 11) The amount or estimated amounts, 
itemized in reasonable detail, of expenses, 
other than the commissions specified in 
paragraph (10) of this schedule, incurred 
or borne by or for the account of the issuer 
in connection with the sale of the security 
to be offered or properly chargeable thereto, 
including legal, engineering, certification, 
and other charges. 

(12) The names and addresses of counsel 
who have passed upon the legality of the 
issue. 

(13) A copy of any agreement or agree
ments made with any underwriter govern
ing the sale of the security within the 
United States. 

(14) An agreement of the issuer to fur
nish a copy of the opinion or opinions of 
counsel in respect to the legality of the 
issue, with a translation, where necessary, 
into the English language. Such opinion 
shall set out in full all laws, decrees, orcli
nances, or other acts of Government under 
which the issue of such security has been 
authorized. 

FULL ExTRACTS FROM THE BRITISH COMPANIES ACT, 1929 
PART II-SHARE CAPITAL AND DEBENTURES 

Prospectus 

34. (1) A prospectus issued by or on behalf of a company or 
1n relation to an intended company shall be dated, and that date 
shall, unless the contrary ts proved, be taken as the date of pub
lication of the prospectus. 

(2) A copy of every such prospectus, signed by eve!y person 
who is named therein as a dtrector or proposed director of the 
company, or by his agent authorized in writing, shall be delivered 
to the registrar of companies for registration on or befor.e the 
qate of its publication, and no such prospectus shall be issued 
until a copy thereof has been so delivered for registration. . 

(3) The registrar shall not register any prospectus unless it ~s 
dated, and the copy thereof signed, in manner required by thlS 
section. 

(4) Every prospectus shall state on the face of it that a copy 
has been delivered for registration as required by this section. 

(5) If a prospectus is issued without a copy thereof b~ing so 
delivered, the company, and every person who is knowmgly a 
party to the issue of the prospectus, shall be liable to a fine not 
exceeding £5 for every day from the date of the issue. of the 
prospectus until a copy thereof is so delivered. 

35. (1) Every prospectus issued by or on behalf of a company, 
or by or on behalf of any person who is or has been engaged 
or interested in the formation of the company, must state the 
matters specified in part I of the fourth schedule to this act and 
set out the reports specified in part II of that schedule, and the 
said parts I and II shall have effect subject to the provisions 
contained in part III of the said schedule. 

(2) A condition requiring or binding an applicant for shares in 
or debentures of a company to waive compliance with any require
ment of this section, or purporting to affect him with notice of any 
contract, document, or matter not specifically referred to in the 
prospectus, shall be void. 

(3) It shall not be lawful to issue any form of application for 
shares in or debentures of a company unless the form ls issued 
with a prospectus which complies with the requirements of this 
section: 

Provided, That this subsection shall not apply if it is shown 
that the form of application was issued either-

( a) In connection with a bona fide invitation to a person to 
enter into an underwriting agreement with respect to the shares 
or debentures; or 

(b) In relation to shares or debentures which were not offered 
to the public. 

If any person acts in contravention of the provisions of this 
subsection, he shall be liable to a fine not exceeding £500. 

(4) In the event of noncompliance With or contravention of 
any of the requirements of this section, a ~irector or ?t~e: per
son responsible for the prospectus shall not mcur any llabillty by 
reason of the noncompliance or contravention, if-

(a) as regards any matter not disclosed, he proves that he was 
not cognizant thereof; or 

(b) he proves that the noncompliance or contravention arose 
from an honest mistake of fact on his part; or 

(c) the noncompliance or contravention was in respect of 
matters which in the opinion of the court dealing with the case 
were immaterial or was otherwise such as ought, in the opinion 
of that court, having regard to all the circumstances of the case, 
reasonably to be excused: 

Provided, That in the event of failure to include in a pros
pectus a statement with respect to the matters specified in para .. 
graph 15 of part I of the fourth schedule to this act, n o director 
or other person shall incur any liability in respect of the failure 
unless it be proved that he had knowledge of t he matters not 
dislcosed. 

( 5) This section shall not apply to the issue to existing mem .. 
bers or debenture holders of a company of a prospectus or form 
of application relating to shares in or debent ures of the com
pany, whether an applicant for shares or debentures will or will 
not have the ti ght to renounce in favor of other persons, but 
subject as aforesaid, this section shall apply to a prospectus or 
a form of application whether issued on or with reference to the 
formation of a company or subsequently. 

(6) Nothing in this sect ion shall limit or dim inish any lia
bility which any person may incur under the general law or this 
act apart from this section. 

36. (1) A company limited by shares or a company limited by 
guarantee and having a share capital shall not previously to the 
statutory meeting vary the terms of a contract referred to in the 
prospectus, or statement in lieu of prospectus, except subject to 
the approval of the statutory meeting. -

(2) This section shall not apply to a private company. 
37. (1) Where a prospectus invites persons to subscribe for 

shares in or debentures of a company-
( a) every person who is a director of the company at the time 

of the issue of the prospectus; and 
(b) every person who has authorized himself to be named and 

is named in the prospectus as a director or as having agreed to 
become a director either immediately or after an interval of 
time; and 

( c) every person being a promoter of the company; an d 
(d) every person who has authorized the issue of the pros .. 

pectus, shall be liable to pay compensation to all persons who 
subscribe for any shares or debentures on the faith of the pros
pectus for the loss or damage they may have sustained by reason 
of any untrue statement therein, or in any report or memorandum 
appearing on the face thereof, or by reference incorporated therein 
or issued therewith, unless it is proved-

( i) that having consented to becolll:e a di~ector of the company 
he withdrew his consent before the issue of t he prospectus and 
that it was issued without his authority or consent; or 

(ii) that the prospectus was issued without h is knowledge or 
consent, and that on becoming aware of its issue he forthwith 
gave reasonable public notice that it was issued without his 
knowledge or consent; or 

(iii) that after the issue of the prospectus and before allotment 
thereunder, he, on becoming aware of any unt rue statement 
therein, withdrew his consent thereto, and gave reasonable pub· 
lie notice of the withdrawal, and of the reason therefor; or 

(iv) that-
(a) as regards every untrue stn.tement not Pll:rportii:ig to be 

made on the authority of any expert, or of a public official docu
ment or stat ement, he had reasonable ground to believe, and did 
up to the time of the allotment of the shares or debentures, as 
the case may be, believe, that the statement was true; and 

(b) as regards every untrue ~atement purportin g to be e. 
statement by an expert or contained in what purport s to be a 
copy of or extract from a report or valuation of an expert, it 
fairly represented the statement, or was a correct and fair copy 
of or extract from the report or valuation; and 

(c) as regards every untrue statement purporting to be a state .. 
ment made by an official person or contained in what purports 
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to be a copy of or extract from a public official document, it waa 
a correct and fair representation of the statement or copy of or 
extract from the document: 

Provi ded, That a person shall be Hable to pay compensation as 
aforesaid 1f it is proved that he had no reasonable ground to 
believe that the person making any such statement, report, or 
valuation as is mentioned in paragraph (iv) (b) of this subsec
tion was competent to make it. 

(2) Where the prospectus contains the name of a person as a 
director of the company, or as having agreed to become a direc
tor thereof, and he has not consented to become a director, or 
has withdrawn his consent before the issue of the prospectus, and 
has not authorized or consented to the issue thereof, the directors 
of the company, except any without whose knowledge or consent 
the prospectus was issued, and any other person who authorized 
the issue thereof, shall be Hable to indemnify the person named 
as aforesaid against all damages, costs, and expenses to which 
he may be made liable by reason of his name having been in
serted in the prospectus, or in defending himself against any 
action or legal proceedings brought against him in respect thereof. 

(3) Every person who, by reason of his being a director or 
named as a director or as having agreed to become a director, or 
of his having authorized the issue of the prospectus, becomes 
liable to make any payment under this section may recover con
tribution. as in cases of contract, from any other person who, if 
sued separately, would have been liable to make the same pay
ment, unless the person who has become so liable was, and that 
other person was not, guilty of fraudulent misrepresentation. 

( 4) For the purpose of this section-
The expression " promoter " means a promoter who was a party 

to the preparation of the prospectus, or of the portion thereof 
containing the untrue statement but does not include any person 
by reason of his acting in a professional capacity for persons 
engaged in procuring the formation of the company. 

The expression "expert" includes engineer, valuer, accountant, 
and any other person whose profession gives authority to a state
ment made by him. 

38. (1) Where a compg,ny allots or agrees to allot any shares in 
or debentures of the company with a view to all or any of those 
shares or debentures being offered for sale to the public, any docu
ment by which the offer for sale to the public is made shall for all 
purposes be deemed to be a prospectus issued by the company, 
and all enactments and rules of law as to the contents of pros
pectuses and to liability in respect of statements in and omissions 
from prospectuses, or otherwise relating to prospectuses, shall 
apply and have effect accordingly, as if the shares or debentures 
had been offered to the public for subscription and as if persons 
accepting the offer in respect of any shares or debentures were 
subscribers for those shares or debentures, but without prejudice 
to the liability, if any, of the persons by whom the offer is made, 
in respect of misstatements contained in the document or other
wise in respect thereof. 

(2) For the purposes of this act it shall, unless the contrary 1s 
proved, be evidence that an allotment of, or an agreement to 
allot, shares or debentures was made with a view to the shares or 

. debentures being offered for sale to the public if it is shown-
(a) that an offer of the shares or debentures or of any of them 

for sale to the public was made within 6 months after the allot
ments or agreement to allot; or 

(b) that at the date when the offer was made, the whole con
sideration to be received by the company in respect of the shares 
or debentures had not been so received. 

(3) Section 34 of this act as applied by this section shall have 
effect as though the persons making the offer were persons named 
in a prospectus as directors of a company, and· section 35 of this 
act as applied by this section shall have effect as if it required a 
prospectus to state in addition to the matters required by that 
section to be stated in a prospectus--

(a) the net amount of the consideration received or to be 
received by the company in respect of the shares or debentures 
to which the offer relates; and 

(b) the place and time at which the contract under which the 
said shares or debentures have been or are to be alloted may be 
inspected. 

(4) Where a person making an offer to which this section re
lates is a company or a firm, it shall be sufficient 1f the document 
aforesaid is signed on behalf of the company or firm by two di
rectors of the company or not less than half of the partners, as 
the case may be, and any such director or partner may sign by 
his agent authorized in writing. 
PART XII. RESTRICTIONS ON SALE OF SHARES AND OFFERS OF SHARES 

FOR SALE 

354.-( 1) It shall not be lawful for any person-
( a) to issue, circulate or distribute in Great Britain any pros

pectus offering for subscription shares in or debentures of a com
pany incorporated or to be incorporated outside Great Britain, 
whether the company has or has not established, or when formed 
will or will not establish, a place o! business in Great Britain, 
unless-

(i) before the issue, circulation or distribution of the pro
spectus in Great Britain a copy thereof, certified by the chairman 
and two other directors of the company as having been approved 
by resolution of the managing body, has been delivered for regis
tration to the registrar of companies; 

(ii) the prospectus states on the face of it that the copy has 
been so delivered; 

(ill) the prospectus 1s dated; 

(iv) the prospectus otherwise complies with this part of this 
act; or 

(b) to issue to any person 1n Great Britain a form of applica· 
tion for shares in or debentures of such a company or intended 
company as aforesaid, unless the form is issued with a prospectus 
which complies with this part of this act; 

Provided, That this provision shall not apply if it is shown that 
the form of application was issued in connection with a bona. 
fide invitation to a person to enter into an underwriting agree· 
ment with respect to the shares or debentures. 

(2) This section shall not apply to the issue to existing mem
bers or debenture holders of a company of a prospectus or form 
of application relating to shares in or debentures of the com· 
pany, whether an applicant for shares or debentures will or will 
not have the right to renounce in favor of other persons, but. 
subject as aforesaid, this section shall apply to a prospectus 
or form of application whether issued on or with reference to 
the formation of a company or subsequently. 

(3) Where any document by wh1ch any shares in or de· 
bentures of a company incorporated outside Great Britain are 
offered for sale to the public would, if the company concerned 
had been a company within the meaning of this act, have been 
deemed by virtue of section 38 of this act to be a prospeGtus 
issued by the company, that document shall be deemed to be, for 
the purposes of this section, a prospectus issued by the company. 

(4) An offer of shares or debentures for subscription or sale to 
any person whose ordinary business or part of whose ordinary 
business it is to buy or sell shares or debentures, whether as 
principal or agent, shall not be deemed an offer to the public 
for the purposes of this section. 

(5) Section 37 of this act shall extend to every prospectus to 
which this section applies. 

(6) Any person who is knowingly responsible for the issue. 
circulation, or distribution of any prospectus, or for the issue 
of a form of application for shares or debentures, in contraven
tion of the provisions of this section shall be liable to a fine not 
exceeding £500. 

(7) In this and the next following section the expressions 
"prospectus", "shares", and "debentures" have the same 
meanings as when used in relation to a company incorporated 
under this act. 

355. (1) In order to comply with this part of this act a pros· 
pectus in addition to complying with the provisions of sub
paragraphs (11) and (111) of paragraph (a) of subsection (1) of 
the last foregoing section must-

(a) contain particulars with respect to the following matters
(i) the objects of the company; 
(11) the instrument constituting or defining the constitution 

of the company; 
(iii) the enactments, or provisions having the force of an en· 

actment, by or under which the incorporation of the company was 
effected; 

(iv) an address in Great Britain where the said instrument, 
enactments or provisions, or copies thereof, and if the same are 
in a foreign language a translation thereof certified in the pre
scribed manner, can be inspected; 

(v) the date on which and the country in which the company 
was incorporated; 

(vi) whether the company has established a place of business in 
Great Britain, and, if so, the address of its principal omce in 
Great Britain: 

Provided, That the provisions of subparagraphs (i), (ii), (iii). 
and (iv) of this paragraph shall not apply in the case of a pros
pectus issued more than 2 years after the date at which the 
company is entitled to commence business. 

(b) Subject to the provisions of this section, state the matters 
specified in part I of the fourth schedule to this act (other than 
those specified in paragraph I of the said part I) and set out 
the reports specified in part II of that schedule subject always 
to the provisions contained in part III of the said schedule: 

Provided, That-
(i) where any prospectus is published as a newspaper adver· 

tisement, it shall be a sufficient compliance with the requirement 
that the prospectus must specify the objects of the company if 
the advertisement specifies the primary object with which the 
company was formed; and -

(ii) in paragraph 3 of part I of the said fourth schedule a 
reference to the constitution of the company shall be substituted 
for the reference to the articles; and 

(iii) paragraph I of part m of that schedule shall have effect 
as if the reference to the memorandum were omitted therefrom. 

(2) Any condition requiring or binding any applicant for shares 
or debentures to waive compliance with any requirement of this 
section, or purporting to affect him with notice of any contract, 
document, or matter not specifically referred to in the prospectus. 
shall be void. 

(3) In the event of noncompliance with or contravention of 
any of the requirements o! this section, a director or other person 
responsible for the prospectus shall not incur any liability by 
reason of the noncompliance or contravention, if-

(a) as regards any matter not disclosed, he proves that he was 
not cognizant thereof; or 

(b) he proves that the noncompliance or contravention arose 
from an honest mistake of fact on his part; or 

(c) the noncompliance or contravention was in respect of mat
ters which, in the opinion of the court dealing with the case, were 
immaterial or were otherwise such as ought, 1n the opinion 01'. 
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that eourt, having regard to all the clreumstances of the ease, 
reasonably to be excused: 

Provided, Tha.t in the event of failure to include in a prospectus 
a statement with respect to the matters contained in paragraph 
1,.5 of part I of the fourth schedule to this act, no director or 
other person shall lncm any liability in respect of the failure 
unless it be proved that he had knowledge of the matters not 
disclosed. · -

(4) Nothing in this section shall limit or diminish any liabllity 
which any person may incur 'Under the general law or this a.ct, 
apart from this section. 

356. (1) It shall not be lawful for any person to go from house 
to house offering shares for subscription or purchase to the pub
lic or any member of the public. 

In this subsection the expression " house " shall not include 
an office used for business purposes. 

(2) Subject as hereinafter provided in this subsection, it shall 
not be lawful to make an offer in writing to any member of the 
public (not being a person whose ordinary business or part of 
whose ordinary business it is to buy or sell shares, whether as 
principal or agent) of any shares for purchase, unless the. offer 
is accompanied by a statement in writing (which must be signed 
by the person making the offer and dated) containing such 
particulars as a.re required by this section to be included ~herein 
and otherwise complying with the requirements of this section, or, 
in the case of shares in a company incorporated outside Great 
Britain, either by such a statement as aforesaid, or by such a 
prospectus as complies with this part of tbts act: 

Provided, That the provisions of this subsection shall not 
apply-

( a) where the shares to which the offer relates are shares which 
a.re quoted on, or in respect of which permission to deal. has been 
granted by, any recognized stock ex.change in Great Britain and 
the offer so states and specifies the stock ex.cha.nee: or 

(b) where the shares to which the offer relates a.re shares which 
a company has allotted or agreed to allot with a view to their 
being offered for sale to the public; or 

( c) where the offer was ma.de only to persons with whom the 
person malting the offer has been in the habit a! ~oing regular 
business in the purchase or sale of shares. 

(3) The wrltten statement aforesaid shall not contain any 
matter other than the particulars required by this section to be 
included therein, and shall not be in characters less large or less 
legible than any characters used in the offer or in any document 
sent therewith. 

(4) The said statement shall contain particulars with respect to 
the following matters-

(a) whether the person making the offer ts acting as principal 
or agent, and if as agent the name of his principal and an address 
in Great Britain where that principal can be served with process; 

(b) The date on which and the country in which the company 
was incorporated and the address of its registered or principal 
office in Great Britain; 

( c) the authorized share capital of the company and the amount 
thereof which has been issued, the classes into which it is divided 
and the rights of each class of shareholders in respect of capital, 
dividends, and voting; 

(d) the dividends, it any, paid by the company on each class. 
of shares during each of the 3 financial years immediately pre
ceding the offer, and if no dividend has been paid 1n respect of 
shares of any particular class during any of those years, a state
ment to that effect; 

(e) the totar amount of any debentures issued by the company 
and outstanding at the date of the statement, together with the 
rate of interest payable thereon; 

(f) the names and addresses of the directors of the company; 
(g) whether or not the shares offered are fully paid up, and, if 

not, to what extent they are paid up; 
(h) whether or not the shares are quoted on, or permission to 

deal therein has been granted by, any recognized stock exchange 
in Great Britain or elsewhere, and, 1.f so, which, and, 1.f not, a 
statement that they are not so quoted or that nu such permission 
has been granted; 

(i) where the offer relates to units, particulars of the names 
and addresses of the persons in whom the shares represented 
by the units are vested, the date of and the parties to any docu
ment defining the terms on which those shares are held, and an 
address in Great Britain where that document or a copy thereof 
can be inspected. 

In this subsection the expression " company " means the com
pany by which the shares to which the statement relates were or 
are to be issued. 

(5) If any person acts, or incites, causes or procures any person 
to act in contravention of this section, he shall be liable to im
prisonment for a term not exceeding 6 months or to a fine not 
exceeding £200 or to both such imprisonment and fine, and in the 
case of a second or subsequent offense to imprisonment for a 
term not exceeding 12 months or to a fine not exceeding £500, or 
to both such imprisonment and fine. 

(6) Where a person convicted of an offense under this section is 
a company (whether a company within the meaning of this act 
or not) , every director and every officer concerned 1n the manage
ment of the company shall be guilty of the like offense unless he 
proves that the act constituting the o:trense took place without his 
knowledge or consent. · 

(7) In this section, unless the context otherwise requires, the 
expression "shares" means the shares of a company, whether a 
company within the mea.n.Ing of this a.ct or not, and includes 

debentures and units, and the expression ,. unit .. means any 
rights or interest (by whatever name called) in a share, and for 
the purposes of this section a person shall not in relation to a 
company be regarded as not being a. member of the public by 
reason only that he ts a holder of shares in the company or a 
purchaser of goods from the company. 

(8) Where any person ts convicted in England of having made 
an offer in contravention of the provisions of this section, the 
court before which he ts convicted may order that any contract 
made as a result of the offer shall be void and where it makes 
any such order may give such consequential directions as it thinks 
proper for the repayment of a.ny money or the retra.nsfer of any 
shares. 

Where the court makes an order Under this subsection (whether 
with or without consequential directions) an appeal against the 
order and the consequential directions, if any, shall lie to the 
high court. 

380. (1) In this act, unless the context otherwise requires, the 
following expressions have the meanings hereby assigned to them 
(that is to say) : 

• • • • • • • 
" Company '' means a company formed and registered under this 

act or an existing company. 
"Existing company" means a company formed and registered 

under the joint stock companies acts, the companies a.ct, 1862, or 
the companies (consolidation) act, 1908, but does not include a 
company registered under the said enactments 1n NortberD 
Ireland or the Irish Free Sta.te. 

• • • • • • • 
" Debenture " includes debenture stock, bonds, and any other 

securities of a company whether constituting a charge on the 
assets of the company or not; 

"Director" includes any person occupying the position of 
director by whatever name ca.lied; 

• • • • • • 
"Prospectus" means any prospectus, notice, c1.rcul.ar, adver• 

ttsement, or other invitation, offering to the public for subscrip. 
tion or purchase any shares or debentures o! a company; 

• • • • • • • 
"The registrar of companies", or, when used 1n relation to reg .. 

istration of companies, "the registrar", means the registrar or 
other officer performing under this act the duty of registration of 
companies in England or Scotland, or in the stanna.ries, as the 
case requires; 

" Share " means share in the share capital of a company, and 
includes stock except where a distinction between stock and 
shares ts expressed or implied. 

FOURTH SCHEDULE 

PART I. MATTERS REQUIRED TO BE STATED IN PROSPECTUS 

1. Except where the prospectus is published as a newspaper 
advertisement, the contents of the memorandum, with the names, 
descriptions, and addresses of the signatories, and the number of 
shares subscribed for by them respectively. 

2. The number of founders or management or deferred shares, 
1.f any, and the nature and extent of the interest of the holders 
1n the property and profits of the company. 

3. The number of shares, if any fixed by the articles as the 
qualification of a director, and any provision in the articles as to 
the remuneration of the directors. 

4. The names, descriptions, and addresses of the directors or 
propQsed directors. · 

5. Where shares are offered to the public for subscription, par
ticulars as to-

(i) the minimum amount which, in the opinion of the direc
tors, must be raised by the issue of those shares in order to 
provide the sums, or, 1.f any part thereof is to be defrayed in any 
other manner, the balance of the sums, reqUlred to be provided 
in respect of each of the following matters: 

(a) The purchase price of any property purchased or to .be 
purchased which is to be defrayed in whole or in part out of the 
proceeds of the issue; 

(b) any preliminary expenses payable by the company, and any 
commission so payable to any person in consideration of his agree
ing to subscribe for, or of his procuring or agreeing to procure 
subscriptions for, any shares in the company; 

( c) the repayment of any moneys borrowed by the company 1n 
respect of any of the foregoing matters; 

(d) working capital; and 
(ii) the amounts to be provided in respect of the matters 

aforesaid otherwise than out of the proceeds of the issue and the 
sources out of which those amounts are to be provided. 

6. The amount payable on application and allotment on each 
share, and, in the case of a second or subsequent offer of shares, 
the amount offered for subscription on each previous allotment 
made within the 2 preceding years, the amount actually al
lotted and the amount, if any, paid on the shares so allotted. 

7. The number and amount of shares and debentures which 
within the two preceding years have been issued, or agreed to be 
issued, as fully or partly paid up otherwise than in cash, and 1n 
the latter case the extent to which they are so paid up, and in 
either case the consideration for which those shares or debentures 
have been issued or are proposed or intended to be issued. 

8. The names and addresses of the vendors of any property 
purchased or acqUlred by the company, or proposed so to be 
purchased or acquired, which ts to be paid for wholly or partly 
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out of the proceeds of the issue offered for subscription by the 
prospectus, or the purchase or acquisition of which has not been 
completed at the date of issue of the prospectus, and the a.mount 
payable in cash, shares, or debentures, to the vendor, and where 
there ts more than one separate vendor, or the company is a 
subpurchaser, the amount so payable to each vendor. 

9. The amount, if any, paid or payable as purchase money in 
cash, shares, or debentures, for any such property as aforesaid, 
specifying the amount, i! any, payable for goodwill. 

10. The amount, if any, paid within the 2 preceding years, or 
payable, as commission (but not including comm.1ssion to sub
underwriters) for subscribing or agreeing to subscribe, or pro
curing or agreeing to procure subscriptions, for any shares in, or 
debentures of, the company, or the rate of any such commission. 

11. The amount or estimated amount of preliminary expenses. 
· 12. The amount paid within the 2 preceding years or intended 
to be paid to any promoter, and the consideration for any such 
payment. 

13. The dates of and parties to every material contract, not 
being a contract entered into in the ordinary course of the busi
ness carried on or intended to be carried on by the company, or 
a contract entered into more than 2 years before the date of 
issue of the prospectus, and a reasonable time and place at which 
any such material contract or a copy thereof may be inspected. 

14. The names and addresses of the auditors, i! any, of the 
company. 

15. Full particulars of the nature and extent of the interest, 
11 any, of every director in the promotion of, or in the property 
proposed to be acquired by, the company, or, where the interest 
of such a director consists in being a partner in a firm, the nature 
and extent of the interest of the firm, with a statement of all 
sums paid or agreed to be paid to him or to the firm in cash or 
shares or otherwise by any person either to induce him to become, 
or to qualify him as, a director, or, otherwise for services rendered 
by him or by the firm in connection with the promotion or forma-
tion of the company. · 

16. If the prospectus Invites the public to subscribe for shares 
in the company and the share capital of the company is divided 
into di1Ierent classes of shares, the right of voting at meetings of 
the company conferred by, and the rights in respect of capital 
and dividends attached to, the several classes of shares respec
tively. 

17. In the case of a company which has been carrying on busi
ness, or of a business which has been carried on for less than 
8 years, the length of time during which the business of the 
company or the business to be acquired, as the case may be, has 
been carried on. 

PART ll .• REPORTS TO BE SET OUT IN PROSPECTUS 

1. A report by the auditors of the company with respect to the 
profits of the company in respect of each of the 3 financial 
years immediately preceding the issue of the prospectus, and with 
respect to the rates of the dividends, i! any, paid by the company 
in respect of each claEs of shares in the company in respect of 
each of the said 3 years, giving particulars of each such class 
of shares on which such dividends have been paid and particulars 
of the cases in which no dividends have been paid in respect of 
any class of shares in· respect of any of those years, and, i! no 
accounts have been made up in respect. of any part of the period 
of 3 years ending on a date 3 months before the issue of the 
prospectus, containing a statement of that fact. 

2. If the proceeds, or any part of the proceeds, of the issue of 
the shares or debentures are or is to be applied directly or indi
rectly in the purchase of any business, a report made by account
ants who shall be named in the prospectus upon the profits of 
the business in respect of each of the 3 financial years imme
d1a tely preceding the issue of the prospectus. 

PART m. PROVISIONS APPLYING TO PARTS I AND n OF SCHEDULE 

1. The provisions of this schedule with respect to the memo
randum and the qualification, remuneration, and interest of 
directors, the names, descriptions, and addresses of directors or 
proposed directors, and the amount or estimated amount of the 
preliminary expenses, shall not apply in the case of a prospectus 
issued more than 2 years after the date at which the company 
is entitled to commence business. 

2. Every person shall for the purposes of this schedule be 
deemed to be a vendor who has entered into any contract, abso
lute or conditional, for the sale or pw·chase, or for any option 
of purchase, of any property to be acquired by the company, in 
any case where--

(a) the purchase money is not fully paid at the date of the 
issue' of the prospectus; 

(b) the purchase money is to be paid or satisfied wholly or in 
part out of the proceeds of the issue ofiered for subscription by 
the prospectus; 

( c) the contract depends for its validity or fulfillment on the 
result of that issue. 

3. Where any property to be acquired by the company is to be 
taken on lease, this schedule shall have effect as 1! the expres
sion "vendor" included the lessor, and the expression "purchase 
money " included the consideration for the lease, and the ex
pression " subpurchaser " included a sublessee. 

4. For the purposes of paragraph 8 of part I of this schedule 
Where the vendors or any of them are a firm, the members of the 
firm shall not be treated as separate vendors. 

5. If in the case of a company which has been carrying on busi
ness, or of a business which has been carried on for less than 3 
years, the accounts of the company or business have only been 

made up in respect of 2 years or 1 year, part II of this schedule 
shall have efiect as if references to 2 years or 1 year, as the case 
may be, were substituted for references to 3 years. 

6. The expression "financial year" in part II of this schedule 
means the year in respect of which the accounts of the company 
or of the business, as the case may be, are made up, and where 
by reason of any alteration of the date on which the financial 
year of the company or business terminates the accounts of the 
company or business have been made up for a period greater or 
less than a year, that greater or less period shall for the purpose 
of the said part of this schedule be deemed to be a financial year. 

Mr. KEAN. Mr. President, my amendment was prepared 
from a photostatic copy of the British companies act, an 
act which, in my opinion, is far superior to the United States 
Securities Act of 1933. The United States Securities Act 
has been found unworkable; it has been found impractical; 
it has been found to be detrimental to the recovery of busi
ness; and it is nothing but a hindrance to business. It has 
prevented practically any public issues of securities being 
made. My firm in New York has had public issues of securi
ties offered to it, and I have said that I would not consent 
to take any issue so long as this statute is on the books. 

The British companies act goes further than our act does. 
There is great complaint about the hawking of securities 
from house to house by what is called supersalesmanship. 
That has been a continual menace to the public. Wnen a 
man dies and leaves his widow an insurance fund from 
which she receives $5,000 or $10,000, she is immediately be
sieged by people she never heard of before who try to get 
the money away from her. Under my amendment it is 
specified that securities may not be hawked from house to 
house; that people may not be solicited in their homes to 
buy securities by persons with whom they have not previ
ously done business. 

There are many features of the British companies act 
which are far superior to our act. The British companies 
act protects the public in every way, and its provisions have 
been tried in the courts and proven, while our act has not 
been tried in the courts, and there are many features of our 
act which are either detrimental to business or else are 
impossible. of execution. 

Therefore, I hope that my amendment will be favorably 
considered by the Senate. I ask for a vote on the amend
ment. 

Mr. FLETCHER. Mr. President, I merely wish to say that 
in substance the Securities Act is the British companies act. 
It is founded on the British companies act. It is practically 
that act, modified to come within the constitutional power 
of the legislative authority of the United States with respect 
to interstate commerce, for instance. In England they have 
no such question as the difference between ·intrastate and 
interstate commerce. Consequently the British companies 
act does not apply fully in this country. The whole United 
States act is founded upon the British companies act. 

I wish to read from an article by Bernard Flexner entitled 
"The Fight on the Securities Act", appearing in the Atlantic 
Monthly of February 1934: 

In substance the Securities Act 1s the English company's act, 
modified to come within the constitutional power of the Federal 
Legislature to regulate interstate commerce and to recognize· the 
fact that in England, except for a very unusual Hatry or Kylsant, 
the distribution of securities is a decorous, traditional business, 
ofiering its wares only to institutions and wary family solicitors, 
while in the United States it has been a high-pressure racket 
that jangled every housewi!e's doorbell. 

Mr. President, there is quite a different situation in the 
United States from the situation existing in England. 

Mr. KEAN. That is just the reason, Mr. President, why 
I am offering my amendment. My amendment absolutely 
specifies that securities may not be offered to the house
wife by people unknown to her. 

Mr. F'LETCHER. Mr. President, I ask for a vote on the 
amendment in the nature of a substitute. 

Mr. KEAN. Mr. President, before the vote is taken I 
should like to say further to the Senator from Florida 
that I have asked unanimous consent to have printed as a 
part of my remarks an exact comparison of the United 
States Securities Act of 1933 with the British companies 
act of 1929. 
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The PRESIDrnG OFFICER. The question is on the 

amendment offered by the Senator from New Jersey [Mr. 
KEAN] in the nature of a substitute for the amendment of 
the Senator from Florida [Mr. FLETCHER]. 

The amendment to the amendment was rejected. 
The PRESIDING OFFICER. The question now is on the 

amendment offered by the Senator from Florida [Mr. 
FLETCHER]. 

Mr. WALCO'IT. Mr. President, I have tried to view 
this whole question as sanely and as fairly as possible; I 
have tried to keep my feet on the ground. I have been fa
miliar from the beginning with the investigation of the 
stock exchange, conducted by the Banking and Currency 
Committee. I am familiar with business, having been in 
business for a good part of my life. I am familiar with 
banking, having practiced banking for many years. I am 
familiar with the British securities act, having worked 
under that act for many years. I know its advantages and 
how fair it is to investors. I am entirely in sympathy with 
certain of the amendments proposed by the Senator from 
Florida to the Securities Act, particularly those amendments 
which define certain terms and then, in my opinion, con
siderably liberalize the present law known as the "Securities 
Act of 1933." However, Mr. President, in my opinion, they 
do not go far enough. The Securities Act, as it exists today, 
and the bill which we shall very likely pass in a short time, 
known as the " national stock exchange bill ", are companion 
bills. I hope, if the stock exchange bill shall pass, that the 
two bills will be administered by the same commission, a 
commission other than the Federal Trade Commission. 

But, Mr. President, we are confronted with a grave situa
tion. After all, unemployment is the great peril, the great 
problem confronting this country. We are not going to 
solve it by artificial methods; we are not going to solve it 
by taxing peop1e to defray the living expenses of those who 
do not work because they cannot obtain work. Those peo
ple must be put to work at normal employment by having 
a recovery in our business institutions. Our business must 
prosper before unemployment can very materially be re
duced. That will be the test of i·ecovery; that· is always 
the test of society. Society can never succeed unless it can 
take care, at least with a meager subsistence, of the poor
est and lowliest of its members. Otherwise, it breaks down; 
it fans, leading to riots, and even to revolution and chaos. 

The Securities Act of 1933 and the pending bill are, in my 
opinion, too illiberal. t do not criticize i.ri any way a ·proper 
effort to regulate stock exchm.nges; it seems to me that is an 
exceedingly useful, and, in fact, necessary undertaking. 
But the portion of the pending bill affecting business and the 
treatment accorded securities under the Securities Act are 
so restrictive as to give a black eye to business. They 
will keep business from properly financing its requirements. 

Those requirements have not been pressing during the 
last year since the Securities Act was passed; therefore. we 
have not heard very much about its defects; but from now 
on, assuming a recovery or even a partial recovery of nor
mal business the Securities Act is going to appear in glaring 
fashion as a restrictive and almost a paralyzing measure. 
It will so restrict business that business will not be able to 
finance its requirements properly. It would be difficult to 
get the proper personnel on a board of directors today if 
one were starting a new business, or to hire the proper 
attorneys, because the restrictions imposed upon the men 
holding such relations to a corporation are so great. · 

I hope that many of the amendments proposed by the 
Senator from Florida will be adopted, and I am sure they 
will be, as they tend to hoeralize the law. I desire, however, 
to off er some other amendments, and I wish to off er them 
now for the consideration of the Senate. They have been 
prepared by a group of business men which is known as the 
"Association of Durable Industries", who met together to 
see whether they could not suggest reasonable amendments. 
I want these amendments to be passed on by this body 
today, if possible, before a vote is had on the Fletcher 
amendments, because, in my opinion, they are not only 
useful but they are necessary,, I send the. amendments to 

the desk and offer them now as amendments to the amend· 
ment proposed by the Senator from Florida. 

The PRESIDING OFFICER. The clerk will state the 
amendments proposed by the Senator from Connecticut to 
the amendment offered by the Senator from Florida. 

The legislative clerk proceeded to read the amendments 
submitted by Mr. WALCOTT. 

Mr. WALCOTT. Mr. President, may I interrupt the read
ing for a moment to say that the amendments submitted by 
me all tend to synchronize our Securities Act to a greater 
extent with the British securities act than does the Fletcher 
amendment, and, in addition, propose to furnish such pro
tection to normal legitimate business as is needed. I think 
the amendments are complicated, and it is difficult to follow 
them carefully unless one has before him the Securities Act 
of 1933. I beg the Senate to pay careful attention to the 
reading of the amendments, because, in my opinion, if the:r 
should be ignored or passed by flippantly and without care
ful consideration, we would do the business of the country 
a great injury. I ask not only the patience and indulgence 
of the Senate but careful attention, and even, if necessary, 
the postponement of final action until Monday or Tuesday 
of next week. so that the committee may consider the 
amendments submitted by me. 

?i.fr. BARKLEY. Mr. President, will the Senator yield? 
Mr. WALCOTI'. I do. 
Mr. BARKLEY. The Senator offers these as amendments 

to the amendment offered by the Senator from Florida when, 
as a matter of fact, in some respects, they are intended to 
be substitutes, are they not, because they conflict in some 
respects with the amendment which the Senator from 
Florida has offered and which is now pending? 

Mr. WALCOTT. I think they do not conflict in any way. 
The committee of the Association of Durable Industries, 
which prepared these amendments, has carefully considered 
the Fletcher amendment, and approved of the Fletcher 
amendment, so that the amendments offered by me merely 
supplement the amendment offered by the Senator from 
Florida and, in my opinion, clarify it. 

Mr. WAGNER. Mr. President, may I ask the Senator 
whether his amendments have been printed? 

Mr. WALCOTT. No; they have not been printed; they 
are new amendments; and that is why I am asking that 
careful attention be given to the reading and that time be 
given for their consideration, for they are complicated, and 
I doubt whether there is time today adequately to consider 
them. 

Mr. FLETCRER. Mr. President, as the amendments have 
been presented by the Senator from Connecticut they do 
not seem to be amendments to the amendment which I 
have offered; rather they seem to be amendments to the 
Securities Act, which should, obviously, be presented in the 
same way as the amendment proposed by the Senator from 
New Jersey [Mr. KEAN], that is, as a substitute for my 
amendment. If the Senator has any amendment to the 
amendment which I have offered, it would be in o!"der, of 
course, but it should be presented in that way. 

Mr. WALCOTT. Mr. President, strictly these are not, in 
my opinion, amendments to the amendment which is before 
us at this time, but I should like to have them added to the 
amendment of the Senator from Florida. In other words, 
they are amendments to the Securities Act of 1933, and I 
wish to add them at the end of the amendment now under 
consider a ti on. 

Mr. BARKLEY. Mr. President, if they do not conflict 
with th~ amendment of the Senator from Florida but refer 
to other provisions of the present Securities Act not covered 
by his amendment, why can we not vote on the amendment 
of the Senator from Florida, and then let the f;;enator from 
Connecticut offer his as independent amendments to the bill , 
and not as amendments to the amendment? 

Mr. WALCOTT. I would rather have them considered as 
amendments to come in at the end of the amendment of 
the Senator from Florida. 

Mr. STEIWER. Mr. President, I merely want to suggest 
that it would seem that the amendments offered by the 
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Senator from Connecticut relate to the same identical para
graphs of the Securities Act of 1933 as does the amendment 
offered by the Senator from Florida. I am not sure that I 
am correctly advised, but I have here on my desk a copy of 
the amendments which the Senator from Connecticut just 
sent to the desk. I suggest that he allow the amendments 
to be read at this time, so that we may ascertain whether 
or not we are correct in understanding that they relate to 
the same provisions of the Securities Act as does the amend
ment of the Senator from Florida. 

The PRESIDING OFFICER. The clerk will proceed with 
the reading of the amendments offered by the Senator· from 
Connecticut. 

The legislative clerk resumed the reading of the amend
ments submitted by Mr. WALCOTT. 

Mr. FESS. Mr. President, may I interrupt the reading to 
submit an inquiry? I have followed the reading of the clerk, 
and thus far I have not seen any difference between the 
amendment being read by the clerk from the amendment 
offered by the Senator from Florida. Is the clerk reading the 
wrong amendment? The reading is identical, so far as I 
have been able to follow it, with the amendment offered by 
the Senator from Florida. 

Mr. BARKLEY. Mr. President, there is one difference I 
have noted. The word " may " is inserted instead of the 
word " shall." So far as I can trace it, that is the only 
difference. 

Mr. W ALCOTI'. Mr. President, I think that is the only 
difference in the first amendment. It will be found by very 
careful comparison, however, that there are other slight 
changes. These are new amendments, and I have not had 
sufficient time to thoroughly familiarize myself with them. 
I believe in them all. I believe they would materially help 
the bill. I want them considered, and I pref er that we 
be given more time to consider them in some way by re
f erring the entire matter of amendment of the Securities Act 
to the committee or a subcommittee, or at least take a day 
or two longer to consider them on the floor of the Senate. 
It is most important and vital to the recovery of business. 

The Senator from Ohio, I think, has not followed the 
reading closely, because there is a change of one or two 
words as compared with the Fletcher amendment. There
fore my amendment could fairly be construed as a substitute. 

Mr. FESS. That is the reason why I rose. If there is any 
difference whatever, then it should be offered as a substitute. 

Mr. ROBINSON of Arkansas. Mr. President, may I ask 
the Senator from Connecticut a question? 

Mr. WALCOTT. Certainly. 
Mr. ROBINSON of Arkansas. If the difference between 

the amendment proposed by the Senator from Connecticut 
and the amendment offered by the Senator from Florida 
consists in only a few words, may I ask why he does not 
offer to amend the amendment of the Senator from Florida, 
which process would point out and make clear to the Senate 
the changes he proposes? It seems to me that would be the 
more simple procedure. 

Mr. WALCOTT. I expect to do that. While that is true 
of the first amendment, which merely changes one word, 
it is not true of some of the others. 

Mr. ROBINSON of Arkansas. Of course we are only con-
sidering one amendment at a time. 

Mr. BARKLEY. No; it is all one amendment. 
Mr. ROBINSON of Arkansas. Very well. 
Mr. FESS. That answers my question. I thought the 

clerk might be reading the wrong amendment. If there are 
other changes further on, that will become apparent as 
the reading proceeds. 

The PRESIDING OFFICER. The Chair will state that 
the Parliamentarian advises that the amendment should be 
considered as an amendment in the nature of ai substitute. 

Mr. FLETCHER. I think there is no doubt about that. 
I think that is the proper way to consider it. 

Allow me to say to the Senator that there is not much 
difference, as he suggests; only a difference of a word or 
two here and there. The whole matter has to go to con-
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f erence if our plans are fallowed. If we shall agree to 
my amendment, the Senator's suggestions and the proposal 
as read and placed in the RECORD will all be considered by 
the conferees, and we can adjust the matter in conference. 

Mr. WALCOTT. Mr. President, I feel so strongly about 
the whole matter and I deem it so vital to our recovery 
program that the Securities Act of 1933 be further liberal
ized, and liberalized to a greater extent than is proposed by 
the amendment of the Senator from Florida, that I am 
unwilling to trust the conferees with the complete liberali
zation of it until we have thoroughly considered the whole 
matter in the Senate. Therefore I feel that I should insist 
upon having the amendment read and placed before and 
considered by the Senate. 

The PRESIDING OFFICER. The amendments will be 
considered as an amendment in the form of a substitute 
for the amendment of the Senator from Florida. The clerk 
will continue the reading of the proposed substitute. 

The legislative clerk resumed and concluded the reading 
of the amendment submitted by Mr. WALCOTT in the nature 
of a substitute for Mr. FLETCHER'S amep.dment, as follows: 

On page 57, after line 9, insert the following: 

" 'I'rrLE II. AMENDMENTS TO SECURITIES ACT OF 1933 
"SEC. 201. (a) That paragraph (1) of section 2 of the Securities 

Act of 1933 is amended to read as follows: 
" ' The term " security " means any note, stock, Treasury stock, 

bond, debenture, evidence of indebtedness, certificate of interest, 
or participation in any profit-sharing agreement, collateral-trust 
certificate, preorganization certificate or subscription, transferable 
share, investment contract, voting-trust certificate, certificate of 
deposit for a security, fractional undivided interest in oil, gas, 
or other mineral rights, or, in general, any interest or interest 
commonly known as a. "security", or any certificate of interest 
or participation temporary or interim certificate for, receipt for, 
or warrant or right to subscribe or to purchase any of the fore
going.' 

"(b) Paragraph (4) of such section 2 is amended to read as 
follows: 

"'(4) The term "issuer" means every person who issues or 
proposes to issue any security, except that with respect to certifi
cates of deposit, voting-trust certificates, or collateral-trust cer
tificates, or with respect to certificates of interest or shares in an 
unincorporated investment trust not having a board of directors 
(or persons performing similar functions), or of the fixed, re
stricted management or unit type, the term " issuer " means the 
person performing the acts and assuming the duties of depositor 
or manager pursuant to the provisions of the trust or other 
agreement or instrument under which such securities are issued; 
and except that with respect to equipment-trust certificates or like 
securities, the term " issuer " means the person by whom the 
equipment or property is or is to be used; and except that with 
respect to fractional undivided interests in oil, gas, or other min
eral rights, the term "issuer" means the owner of any such right 
(whether whole or fractional} who creates fractional interests 
therein for the purpose of public offering.' 

"(c) Paragraph (10) of such section 2 is to be amended to read 
as follows: 

"'(10) The term "prospectus" means any prospectus, notice, 
circular, advertisement, letter, or communication, written or by 
radio, which offers any security for sale; except that (a) a com
munication shall not be deemed a prospectus if prior to or at the 
same time with such communication a written prospectus meet
ing the requirements of section 10 was sent, mailed, or given to 
the person to whom the communication was made by the person 
making such communication or his principal, and (b) a notice, 
circular, advertisement, letter, or communication in respect of a 
security shall not be deemed to be a prospectus if (1) it states 
fro.m whom a written prospectus meeting the requirements of sec
tion 10 may be obtained and in addition does no more than ( 1) 
identify the security and state the price thereof,- and (2) state by 
whom subscriptions will be received or orders executed or similar 
information.' 

"(d) Paragraph (11} of such section 2 is amended to read as 
follows: 

" '( 11) The term " underwriter " means any person who has pur
chased from an issuer with a view to, or sells for an issuer in con
nection with, the distribution of any security, or participates or 
has a direct or indirect participation in any such undertaking. A 
person shall not be deemed an underwriter by reason of (a) the 
receipt of a commission from an underwriter or dealer not in 
excess of the usual and customary distributors' commission, or 
(b) the purchase of a security from an underwriter or dealer at 
a concession or discount from the price at which the security is 
offered to the public which is not in excess of the usual and cus
tomary distributors' commission, or (c) making an actual under
writing agreement with an issuer or underwriter or participating 
therein or receiving compensation therefor or purchasing, pur
suant to such agreement, all or any part of such security, pro
vided such person does not dispose of the security so purchased 
until more than 6 m.onths after he shall have ma.de payment in 
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full for such security, or (d) performing the duties of a. fiscal 
agent, depositary, transfer agent, or registrar, or duties of a simi
lar nature, and receiving compensation therefor, or (e) recom
mending the purchase, sale; or exchange of a security, provided 
that any compensation which such person receives for making 
such recommendation from an issuer, underwriter, or dealer shall 
be fully disclosed. As used in this paragraph, the term " issuer " 
shall include, in addition to an issuer, any person directly or indi
rectly controlling or controlled by the issuer, or any person under 
direct or indirect common control with the issuer.' 

"(e) Paragraph (12) of such section 2 is amended to read as 
follows: 

" • ( 12) The term " dealer " means any person engaged in the 
business of buying and selllng securities, as a.gent, broker, or 
principal, but does not include any person insofar as he buys or 
sells securities for his own account, either individually or in some 
fiduciary capacity, but not as a part of a regular business of 
distributing securities.' 

"(f) Such section 2 is further amended by inserting after para
graph (12) three new paragraphs: 

"'(13) An "untrue statement of a material fact" shall mean 
(a) a statement which is untrue of itself, or (b) a statement 
which though literally true is incomplete by reason of the omis
sion of a material fact and which is misleading by reason of 
such omission; and (2) a material fact shall mean a fact which, 
if truthfully stated at the time the untrue statement was made, 
would have materially adversaly affected the market value of the 
security with respect to which the statement was made. 

"'(14) The terms "public offering", "new offering", "distri
bution", or "offered to the public" mean any offering of any 
security for sale to persons other than holders of securities of the 
issuer, or employees of the issuer, or banks, trust companies, in
surance companies, or investment trustrl and made by means of 
one or more advertisements in a newspaper of general circulation 
or by means of a general distribution of a prospectus, or by means 
of solicitation by retail salesmen. These terms shall in no event 
include an offering to 100 persons or less. 

" '( 15) The term " control ", if exercised through stock owner
ship, shall mean the ownership by the controlling person of stock 
of the controlled person at the time entitled to a number of votes 
for the election of directors equal to or greater than 51 percent 
of the votes cast for such purpose at the last preceding annual 
meeting of the controlled person.' 

"SEC. 202. (a) Paragraph (2) of section 3 (a) of such act is 
amended to read as follows: 

"'(2) Any security issued or guaranteed by the United States or 
any Territory thereof, or by the District of Columbia, or by any 
State of the United States, or by any political subdivision of a 
State or Territory, or by any public instrumentality of one or more 
States or Territories, or by any person controlled or supervised 
by one acting as an instrumentality of the Government of the 
United States pursuant to authority granted by the Congress of 
the United States, or any certificate of deposit for any of the 
foregoing, or any security issued or guaranteed by any national 
bank, or by any banking institution organized under the laws of 
any state or Territory or the District of Columbia, the business of 
which is supervised by the State or Territorial banking commission 
or similar official; or any security issued by or representing an 
interest in or a direct obligation of a Federal Reserve bank'; 

"(b) Paragraph (3) of such section 3 (a) is amended by strik
ing out • which arises out of a current transaction or the proceeds 
of which have been or are to be used for current transactions, 
and.' 

" ( c) Such section 3 (a) is further amended by striking out the 
period at the end of paragraph (8) and inserting in lieu thereof a 
semicolon, and by inserting immedately after such paragraph (8) 
the following new paragraphs: 

"'(9) Any security of a person exclusively exchanged by itV/1Th., 
or issued by it to, the security holders or creditors of such person 
or of any person directly or indirectiy controlled by it, or any 
security of a person, which is a party to a reorganization (includ
ing any merger or consolidation), exclusively exchanged by it with, 
or issued by it to, the security holders or creditors of such person 
and of any other persons which are parties to such reorganization, 
provided that any commission or other remuneration paid or given 
tor soliciting such exchange or the acceptance of such issue shall 
be disclosed; or any security issued pursuant to a plan of reor
ganization or readjustment of, or a composition by, or in payment 
for assets of a person which is, or involving any properties which 
are, (a) in receivership, bankruptcy, or foreclosure, or (b) in proc
ess of reorganization, readjustment, rehabilitation, or liquidation 
in or pursuant to judicial proceedings or by State officials pursuant 
to law, including certificates of deposit issued by any committee 
or depositary representing the securities of or claims against any 
such person (but not including securities which are sold for 
cash and have not been or are not to be offered in exchange or 
tor subscription to security holders or creditors of such person); 
or any Eecurity issued pursuant to a plan of reorganization or 
readjustment bona fide announced prior to July 27, 1933. 

" ' ( 10) Any security which is a part of an issue sold only to 
persons resident within a single State or Territory, where the 
issuer of such security is a person resident and doing business 
within, or if a corporation, incorporated and doing business within, 
such State or Territory. 

"'(d) Section 3 (b) is amended by· striking out "but no issue 
of securities shall be exempted under this subsection where the 
aggregate amount at which such issue is offered to the public 

exceeds $100,000." and substituting therefor " or for any other 
reason.'" 

"SEC. 203 (a) Paragrapb 1 of section 4 of such act is amended 
to read as follows: 

" · '(1) Transactions by any person other than issuer, under
writer, or dealer; transactions by an issuer not involving any public 
offering; or transactions by a dealer (including an underwriter 
no longer acting as an underwriter in respect of the security in
volved in such transaction), except transactions as to securities 
constituting the whole or a part of an unsold allotment to or 
subscription by such dealer as a participant in the distribution 
of such securities by the issuer or by or through an underwriter 
acting as such.' 

"(b) Paragraph (3) of such section 4 is hereby repealed. 
"SEC. 204. Subsection (c) of section 5 of such act 1s hereby 

repealed. 
" SEC. 205. Section 7 of such act is amended by striking out the 

last sentence and by amending the first sentence to read as 
follows: 

"'SEC. 7. The registration statement, when relating to a secur
ity other than, a security issued by a foreign government or politi
cal subdivision thereof, shall contain the information, and be 
accompanied by the documents specified in schedule A; and when 
relating to a security issued by a foreign government or political 
subdivision thereof, shall contain the information and be accom
panied by the documents specified in schedule B; except that to 
facilitate the operation of the provisions of this act and to the end 
that the issuance of securities may not be made unduly costly, 
the Commission is authorized, in its discretion, to waive and dis
pense with the filing with it by any applicant for the registration 
of securities of any papers, documents, data, and/ or information 
which in its judgment may be unnecessary in compliance with the 
purpose and spirit of this act, including any papers, documents, 
data, or information required by schedule A or schedule B hereof.' 

"SEC. 206. (a) Paragraph (1) of section 10 (a) of such act is 
amended to read as follows: 

" • (a) A prospectus--
"'(1) when relating to a security other than a. security issued 

by a foreign government or political subdivision thereof shall con
tain the same statements made in the registration statement, but 
it need not 1nclude the documents referred to in paragraphs (24) to 
(27), inclusive, of schedule A; ' 

"(b) Subsection (b) of section 10 of such act is amended to 
read as follows: 

"'(b) Notwithstanding the provisions of subsection (a)-
" ' ( 1) when a prospectus is used more than 13 months after 

the effective date of the registration statement, the information 
in the statements contained therein shall be as of a date not 
more than 12 months prior to such use, so far as such informa
tion is known to the user of such prospectus; 

"'(2) there may be omitted from any prospectus any of the 
statements required under such subsection (a) which the com
mission may designate as not being necessary for the protec
tion of investors, and any of the statements required under such 
subsection (a) may be included in the prospectus in summarized 
form, unless the commission shall determine that it is necessary 
for the protection of investors to include such statement in full.' 

"SEC. 207. (a) The first paragraph of section 11 (a) is amended 
(1) by striking out 'or omitted to state a material fact required 
to be stated therein or necessary to make the statements therein 
not misleading,' and (2) by striking out 'acquiring• and insert
ing in lieu thereof 'who, in reliance on such registration state
ment or on a prospectus which complied with section 10 and 
contained such untrue statement, acquires', and (3) by striking 
out ' or omission.' 

"(b) Paragraph (4) of such section 11 (a) is amended by 
striking out 'with respect to the statement in such registration 
statement' and inserting in lieu thereof 'if the untrue statement 
ls contained in the part of the registration statement, or in any.' 

"(c) Paragraph (5) of such section 11 (a) is amended to read 
as follows: 

"'(5) Every underwriter with respect to such security, if such 
person purchased such security from an underwriter or dealer 
participating in the distribution.' 

"(d) The first paragraph of subsection (b) of such section 11 
is amended by striking out ' other than ' and inserting in lieu 
thereof 'including', and clauses (A) and (B) of such subsection 
(b) are amended by striking out in each of such clauses ' after 
reasonable investigation' and by striking out in each of such 
clauses •and that there was no omission to state a material fact 
required to be stated therein or necessary to make the state
ments therein not misleading'; and clauses (C) and (D) of such 
subsection (b) are amended to read as follows: '(C) as regards any 
part of the registration statement purporting to be made on the 
authority of an expert (other than himself) or purporting to be a 
copy of or extract from a report or valuation of an expert (other 
than himself) such part was made by an expert selected after 
the reasonable investigation and with reasonable ground for oe
lief in his ability for such purpose, and he had no reasonable 
ground to believe and did not believe, at the time such part of 
the registration statement became effective, that the statements 
therein were untrue or that such part of the registration state
ment did not fairly represent the statement of the expert or was 
not a fair copy of or extract from the report or valuation of the 
expert; and (D) as regards any part of the registration state
ment purporting to be a statement made by an omcial persort 
or purporting to be a copy of or extract from a public omclal 
document, he had no reasonable ground to believe and did noi 
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believe at the time such part of the registration statement be- istration statement without further investigation provided such 
came effective that the statements therein were untrue or that seller is not a person described 1n section 11 (a). 
such part of the registration statement did not fairly represent "'(3) The suits authorized under subsections (1) &.nd (2) may 
the statement made by the official person or was not a fair copy be either at law or in equity in any court of competent jurisdic
of or extract from the public official document.' tion, to recover the consideration paid for such security with inter-

" ( e) Subsection (c) of such section 11 is amended to read as est thereon, less the amount of any income received thereon, upon 
follows: the tender of such security, or for damages caused by such vio-

"' (c) In determining, for the purpose of paragraph (3) of sub- lation or untruth, if the purchaser no longer owns the security. 
section (b) of this section, what constitutes reasonable investiga- Such damages shall not be more than the excess of the amount 
tion and reasonable ground for belief, the standard of reasonable- paid by the person suing over the amount received by the person 
ness shall be that required of a prudent man in the management suing.' 
of his own property.' "SEC. 209. Section 13 of such act is amended (a) by striking 

"(f) Subsections ( e), (f), and (g) of such section 11 are hereby out '2 years ' wherever it appears therein and inserting in lieu 
amended to read as follows: thereof· ' 1 year '; (b) by striking out ' 10 years ' a.nd inserting in 

"'(e) For the purpose of subparagraphs (A) and (B) of para- lieu thereof '5 years'; and (c) by inserting immediately before 
graph 3 of subsection (c) of this section, an officer, director, un- the period at the end thereof a comma and the following: 'or 
derwriter, or expert shall be deemed to have reasonable ground to under section 12 (2) more than 5 years after the sale.' 
believe any statement, if such statement is made by any officer "SEC. 210. Section 15 of such act 1s hereby amended to read 
(other than himself) or employee of the issuer or of any person as follows: 
controlling or controlled by or under common control with the " ' SEC. 15. Every person who, by or through stock ownership, or 
issuer, who he believes 1s competent to make such statement; agency or who, pursuant to an agreement with one or .more other 
and for all purposes of paragraph 3 of subsection (c) of this persons by or through stock ownership, or agency, controls any 
section, any underwriter (other than the one having the largest person and who for the purpose of evading liabllity under section 
interest in the aggregate profit or compensation, or if no one un- 11 or section 12 causes such controlled person to take any action 
derwrtter has the largest interest, then other than the several which renders such controlled person liable under section 11 or 
underwriters who each have the largest interests), shall be deemed section 12 shall be subject to liability under section 11 and sec
to have exercised reasonable care, or to have reasonable ground tion 12 to the same extent as if such controlling person had taken 
to believe, if he reasonably believes the underwriter or any one such action directly.' 
of the underwriters having the largest interest as aforesaid has "SEC. 211. (a) The first paragraph of section 17 (a) of such 
exercised reasonable care, or has reasonable ground to believe; act 1s amended by adding at the end thereof • w1.llfully and with 
any any issuer shall be deemed to have exercised reasonable care, j intent to deceive.' 
to have reasonable ground to be~ieve, and to believe the truth "(b) Paragraph (2) of such section 17 (a) ls amended by 
of a statement if an officer of the issuer or any person controlling, striking out 'or any omicssion to state a material fact necessary 
controlled by or u~der common control with the issuer, exer- in order to make the statements made, in the light of the c1r
c1s~d reasonable cam, had reasonable ground. to believe and did cumstances under which they were made, not misleading. 
be!,1~ve in the truth of the statement in question. "(c) Section 17 (b) is amended to read as follows: 

(f) All or any one or more of the persons specified in sub- "'(b) It shall be unlawful for any person by the use of any 
section (a) shall be jointly and severally liable, and every person, means or instruments of transportation or communication in in
other tha_n an ~uer who becomes liable .to make any payment terstate commerce or by the use of the mails to publish, give 
under this sect10n may recover contribution as in the cases of publicity to, or circulate any notice, circular, advertisement, 
contract from any person who, if sued separately, would have newspaper article, letter, investment service, or communication 
been liable ~ make the same payment, unless the person who which does not offer a security for sale but describes such se
has become llable was, and the other was not, guilty of fraudu- curity in such a manner as to indicate that such person is acting 
lent misrepresentation, and any such person may recover the in a disinterested capacity if in fact such person has or will 
eD:tire .amount of su~h payment, whether made direc~ly or as con- receive consideration directly or indirectly for such services.' 
tr1butioll:, from the issuer, unle~ such person was guilty of fraud- .. SEC. 212. Section 19 (a) of such act is amended to read as 
ulent nusrepresentation: Provided, That the aggregate amount follows· 
recoverable by any person under this paragraph as contribution "'(a)· The Commission shall have author"ty from time to time 
and from the issuer shall not exceed the aggregate amount of the to make, amend, and rescind rules and

1 
regulations defining 

payment made by him. t d ed b th Co · 1 t ·b t· te hni 1 
"'(g) The suit authorized under subsection (a) shall be for erms eem Y e mmis~ on ° e accoun mg, c ca• 

the damage caused by the untme statement and such damages and trade _te~m.s used in this title. The ru~es and .regulations of 
shall in no event exceed the difference between the amount paid the CommIBsion shall be effective ui:on publlcation in the ~anner 
for the security (not exceeding the price at which the Fecurity which ~he ~ommissi?n sha~ prescribe. Acts done or . omitted in 
was offered to the public) and (1) the value thereof as of the good f~1~h m com~liance with ~he rules and regulations of the 
time such suit was brought, or (2) the price at which such CommIBs1on au~h~:mzed by this t1tl~ s~3:ll be deemed.' fo: the pur
security shall have been disposed of in the market before suit, or pose of dete~g any and all hab1l1~y under this title, to be 
(3) the price at which security shall have been disposed of after in compliance with its provisions, notwithstanding the _fact that 
suit but before judgment if such damages shall be less than the such rules and regulations may, af~er such act or omIBsion, be 
damages representing the dUference between the c.mount paid for amended or rescinded or be determined b~ judicial or other au
the security (not exceeding the price at which the security was thority to have been made by the Co~ion in exce~s of, or 
offered to the public) and the value thereof as of the time such contrary ~o. the authority conferred upon it by the provIBions of 
suit was brought. In no event shall an underwriter be liable in th!.s title. . 
any suit or as a consequence of suits authorized under subsection SEC. 213. Section 22 of such act is amended by insertmg be
(a) for damages in excess of the total price at which the r.ecurities fore the, word 'jurisdiction' the word 'exclusive' an~ by strik
underwritten by him were offered to the public, in any suit under in~ out concurrent with State and Territorial courts. • 
this or any other section of this title the court may, in its discre- .. ~EC. 214. Section 24 of such act 1s am~nded to read as follows. 
tion, require an undertaking for the payment of the costs of such SEC. 24. Any person who willfully violates. 8'.llY of the provi-
suit, including reasonable attorney's fees, and if judgment shall sions of this t~tle •. or any person who, in a regIBtration statement 
be rendered against a party litigant, upon the motion of the other fl.led under this title, willfully makes any untrue statement of a 
party litigant such costs may be assessed in favor of such party material fact, shall upon conviction be fined not more than $5,000 
litigant (whether or not such undertaking has been required) if or imprisoned not more than 1 year, or both.' 
the court believes the suit or the defense to have been without "SEC. 215. (a) Paragraphs (4) and (5) of schedule A of title I 
merit, in an amount sufficient to reimburse him for the reasonable of such act are amended to read as follows: 
expenses incurred by him in connection with such suit such "'(4) The names and addresses of the directors or persons per
costs to be taxed in the manner usually provided for taxing of forming similar functions, and the chief executive, financial, and 
costs in the court in which the suit was heard.' accounting officers, chosen or to be chosen if the issuer be a corpo-

" SEc. 208. Section 12 of such act is hereby amended to read ration, association, trust, or other entity; and of all partners, 1! 
as follows: the issuer be a partnership . 

.. 'SEC. 12. (1) Any person who willfully sells a. security in "' (5) The names and addresses of the underwriters contracting 
violation of section 5 shall be liable to the person purchasing directly with the issuer.' 
such security from him. "(b) Paragraph (6) of such schedule A is repealed. 

"'(2} Any person who sells for his own account (or, if acting "(c) Paragraph (7) of such schedule A 1s amended to read as 
as agent, fails to disclose that he is not acting for his own ac- follows: 
count) a security (whether or not exempted by the provisions of "'(6) The amount of securities of the issuer held o! record by 
section 3, other than paragraph (2) of subsection (2) thereof) by any person specified in paragraphs (4) and (5) of this schedule, 
the use of any means or instruments of transportation in inter- as of a date within 20 days prior to the filing of the reg!.stration 
state commerce or of the mails, by means of a prospectus or oral statement, and the amount of the securities, for which ~he regis
communication, which includes an untrue statement of a mate- tration statement is filed, to which such persons have mdicated 
rial fact, and Who knows or in the exercise of reasonable care their intention to subscribe.' 
should have known that such statement was untrue, shall be "(d) Paragraph (10} of such schedule A is amended to read 
liable to the person purchasing such security from him if such as follows: 
purchaser relied on such untrue statement and did not know or "'(9) A statement of the se~ties, if any, covered by options 
in the exercise of reasonable care would not have known that outstanding or to be created in connection with the security to 
such statement was untrue. If an untrue statement made by a be offered, together with the names and addresses of all persons, if 
seller is contained in a prospectus which complies with section 10 any, to be allotted by the issuer or an underwriter specified in 
or in a registration statement, the seller shall be deemed to have paragraph (5) more than 10 percent in the aggregate of such 
exercised reasonable care in relying upon such prospectus or reg- options.' 
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"(e) Paragraph (13) of such schedule A 1s amended to read as 
follows: 

"'(12) The general purposes and the estimated amounts to be 
devoted to such purposes, for which the security to be offered is 
to supply funds, and if the funds are to be raised in part from 
other sources the amounts thereof and the sources thereof shall 
be stated.' 

"(f} Paragraph (14) of such schedule A is repealed. 
"(g) Paragraphs (17) and (18) of such schedule A are amended 

to read as follows: 
"'(15) The aggregate amount of all commissions or discounts 

paid or to be paid, directly or indirectly, by the issuer to the 
underwriters in respect of the sale of the security to be offered. 
Commissions shall include all cash, securities, contracts, 9r any
thing else of value, paid, to be set aside, disposed of, or under
standings with or for the benefit of any other per:sons in which 
any underwriter 1s interested, made, in connection with the sale 
of such security. A commission paid or to be paid in connection 
with the sale of such security by a person which ls controlled 
or directed by, or under common control with, the issuer shall 
be deemed to have been paid by the issuer. 

"'(16) The aggregate amount or estimated amount of expenses, 
other than commissions specified in paragraph (15) of this sched
ule, incurred or borne by or for the account of the issuer in 
connection with the sale of security to be offered er properly 
chargeable thereto, including legal, engineering, certification, 
authentication, and other charges.' 

" (h) Paragraphs (19) and (20) of such schedule A are repealed. 
"(i} Paragraph (22) of such schedule A is amended to read 

as follows: 
"'(18) Full particulars of the nature and extent of the interest, 

if any, of every director or principal executive officer, in any prop
erty to be acquired, not in the ordinary course of business of the 
issuer, out of the proceeds of the security.' 

"(j) Paragraphs (24), (25), (26), (27), and (28) of such 
schedule A are amended to read as follows: 

"'(20) Dates of and parties to, and a brief description of any 
contract to be performed in whole or in part after the filing of 
the regist ration statement, or made not more than 2 years before 
such filing which (1) provides for special bonuses or profit-sharing 
arrangements for the officers or directors or (2) is made by or with 
a public utility company or an affiliate thereof, and provides for 
the giving or receiving of technical or financial advice or service 
(if such contract may involve a charge to any party thereto at a 
rate in excess of $2,500 per year in cash or securities or anything 
else of value). 

"'(21 } A balance sheet prepared in accordance with any gen
erally accepted accounting practice as of a date not more than 90 
days prior to the date of the filing of the registration statement 
showing all of the assets of the issuer, the nature (and cost 
thereof if acquired within 5 years}, including any loan in excess of 
$20,000 to any officer, director, stockholder, or person directly or 
indirectly controlled by the issuer, or person under direct or in
direct common control with the issuer, and all the liabilities of 
the issuer, including surplus of the issuer showing how and from 
what sources such surplus was created. If such balance sheet 
be not certified by an independent public or certified accountant, 
in addition to the balance sheet required to be submitted under 
this schedule, a similar detailed balance sheet of the assets and 
liabi~ities of the issuer, certified by an independent public or 
certified accountant, of a date not more than 1 year prior to 
the filing of the registration statement shall be submitted. 

" '(22) A profit and loss statement, prepared in accordance 
with any generally accepted accounting practice of the issuer, 
showing earnings and income, the nature and source thereof, and 
the expenses and fixed charges for the latest fl.seal year for which 
such statement is available and for the 2 preceding fl.seal years, 
year by year, or if such issuer has been in actual business for 
less than 3 years, then for such time as the issuer has been in 
actual business, year by year. If the date of the filing of the 
registration statement is more than 6 months after the close of 
the last fl.seal year, a statement from such closing date to the 
latest practicable date. Such statement shall show what the 
practice of the issuer has been during the 3 years or lesser period 
as to the character of the charges, dividends, or other distributions 
made against its various surplus accounts, and as to depreciation, 
depletion, and maintenance charges, and if stock dividends or 
avails from the sale of rights have been credited to income, they 
shall be shown separately with a statement of the basis upon 
which the credit is computed. Such statement shall also differen
tiate between any recurring and nonrecurring income and be
tween any investment and operating income. Such statement 
shall be certified by an independent public or certified 
accountant. 

" • (23} If the proceeds, or any part of the proceeds, of the 
security to be issued is to be applied directly or indirectly to the 
purchase of any business, a profit-and-loss statement of such 
business, certified by an independent public or certified account
ant, meeting the requirements of paragraph (22) of this schedule, 
for the 3 preceding fiscal years, together with a balance sheet, 
similarly certified, or such business, meeting the requirements of 
paragraph (21) of this schedule of a date not more than 90 days 
prior to the filing of the registration statement or at the date 
such business was acquired by the issuer if the business was 
acquired by the issuer more than 90 days prior to the filing of the 
registration statement. 

"'(24) A copy of any agreement or agreements (or, if identlc 
agreements are used, the forms thereof) made by the issuer with 

the underwriter, including all contracts a.nd agreements referred 
to in paragraph (15) of this schedule.' 

"(k} The last unnumbered paragraph of such schedule A is 
amended to read as follows: 

"'In case of cert11lcates of deposit, voting trust certificates, 
collateral trust certificates, certificates of interest or shares in un
incorporated investment trust, equipment trust certificates, in
terim or other receipts for certificates, and like securities, the 
Commission shall establish rules and regulations requiring the 
submission of information of a like character applicable to such 
cases, together with information of like character about the actual 
issuer of the securities and/ or the person performing the acts and 
assuming the duties of depositor or manager.' 

"(I) Paragraphs (8}, (9), (11), (12), (16), (21), (23), (29), (30), 
(31), and (32) are hereby respectively renumbered (7), (8), (10), 
(11), (14), (17), (19), (25), (26), (27), and (28). 

" SEc. 216. Upon the expiration of 90 days after the date upon 
which a majority of the members of the Federal Securities Ex
change Commission appointed under section 4 of title I of th.is 
act have qualified and taken office, all powers, duties, and func
tions of the Federal Trade Commission under the Securities Act 
of 1933 shall be trans~erred to such Com.m!ssion, together with all 
property, books, records, and unexpended balances of appropria
tions used by or available to the Federal Trade Commission for 
carrying out its functions under the Securities Act of 1933. 

"On page 1, after line 2, insert: 
" TITLE I. REGULATION OF SECURITIES EXCHANGES 

"In sections 2 to 30, both inclusive, of the bill, except in sec
tion 7 (d), strike out the word 'act' wherever it appears and in
sert in lieu thereof the word ' title.' " 

The PRESIDING OFFICER. The question is on the 
amendment offered by the Senator from Connecticut LM.r. 
WALCOTT] in the nature of a substitute for the amendment 
of the Senator from Florida [Mr. FLETCHER]. 

Mr. WALCOTT. Mr. Precident, I do not want a vote on 
this amendment today. I have a right to ask for a ·aivision 
of the amendment by subjects. I do not want a record vote 
on any part of it. I desire to save time. I desire to have 
this measure move along as rapidly as possible, but I do want 
these suggestions preserved in connection with the bill, and 
I want them to go to conference with the sympathetic · con
sideration of the conferees. I do not know who the con
ferees are going to be. The subject, I know, is a compli
cated one. These are complicated measures; and it may be 
wiser to stop here, with the reacting of the amendment. 

Mr. STEIWER. Mr. President, will the Senator yield? 
Mr. WALCOTT. I yield. 
Mr. STEIWER. I am not sure that I understand the full 

force and effect of all the amendments embodied in this 
substitute. Like other Senators I have had but little oppor
tunity to make comparisons. Apparently, the amendment 
offered by the Senator from Connecticut deals with the same 
sections of the Securities Act as the amendment offered by 
the Senator from Florida; but the proposals made by the 
Senator from Connecticut are more extensive and liberalize 
the act to a greater degree than the amendments offered by 
the Senator from Florida. 

Mr. W ALCOTI'. That is correct. 
Mr. STEIWER. The result is, if I am right in that state

ment, that if the Senate should agree to the amendments 
offered by the Senator from Florida, and the bill should go 
to conference with those amendments in it, the more liberal 
proposals suggested by the Senator from Connecticut would 
not be in conference. There would be no way for the con
ferees to consider them, either sympathetically or otherwise. 
If, therefore, the Senator from Connecticut earnestly desires 
his amendments to be considered, they must be considered 
here and now, else they will be entirely done away with and 
will receive no consideration. 

Mr. BARKLEY. Mr. President, if the Senator from Con
necticut will yield, the Senator from Oregon may not be cor
rect about that. The House bill has nothing at all in it with 
reference to the Securities Act. If the amendments of the 
Senator from Florida should be adopted, that action would 
throw open to conference all the sections touched by his 
amendments, and the conferees would be free to consider the 
suggestions offered by the Senator from Connecticut; but if 
the suggestions of the Senator from Connecticut should be 
voted down in the Senate, the conferees would feel more or 
less bound by that result, and, in my judgment, they would 
not have the freedom to consider them which they otherwise 
would have. · 
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Mr. STEIWER. I think the Senator's last suggestion 1s 

correct. I am entirely in accord with it. 
Mr. FESS. Mr. President, will the Senator yield to me? 
Mr. BARKLEY. The Senator from Connecticut has the 

fioor. 
Mr. WALCOTr. I yield to the Senator from Ohio. 
Mr. FESS. Is the Senator from Kentucky clear that the 

committee of conference would be empowered to enlarge on 
the amendment that goes from this body? The amendment 
otiered by the Senator from Connecticut is broader than the 
one otiered by the Senator from Florida. Would the con
ferees have it within their power to add to the amendment 
offered by the Senator from Florida? 

Mr. BARKLEY. I think undoubtedly so, for the reason 
that where the Senate strikes out all the language of a 
House bill and inserts practically a new bill, even where 
there is in the Senate amendment language which is iden
tical with that in the House bill, it has frequently occurred 
that the conferees have had almost carte blanche in writing 
a section or a proposal. 

I recall that in the consideration of the Transportation 
Act of 1920, when the House passed the bill and the Senate 
struck out all the language of the bill as it passed the House 
and inserted the Cummins Act, it went to conference and 
the conferees rewrote the entire Transportation Act, as far 
as both Houses were concerned, and that was accepted as a 
proper exercise of the functions of the conferees. 

Mr. CLARK rose. 
Mr. FESS. Mr. President, I should be glad to hear the 

opinion of the Senator from Missouri in regard to the 
question. 

Mr. CLARK. Mr. President, similar procedure was fol
lowed in the consideration of the Federal Reserve Act. The 
House passed a bill and the Senate struck out all after the 
enacting clause and inserted its own bill. While many sec
tions were identical, it was ruled in the House, when the 
conferees reported, that the Senate having struck out all 
after the enacting clause, the whole subject was in confer
ence, and the conferees had carte blanche to write any 
section they pleased. 

Mr. FESS. So the opinion of the Senator from Missouri 
is that the conferees could consider the amendment of the 
Senator from Connecticut? 

Mr. CLARK. I am very clear~y of that opinion. 
Mr. DILL. The same thing happened in connection with 

the framing of · the Radio Act. 
Mr. BARKLEY. Mr. President, the Senator from Con

necticut would be in much better position in conference 
than if the amendment were voted down, for while the 
conferees could still consider the proposal which had been 
voted down by the Senate, they would not feel as free to do 
so as if there had been no adverse action on the amendment 
taken by the Senate. They would be somewhat bound by 
the action of the Senate in rejecting the amendment. The 
action of the Senate would be more or less in the nature of 
an instruction to the conferees. 

Mr. FLETCHER. Mr. President, the situation is this: 
When the Senate amends a House bill, the amendment goes 
to conference, the whole of it, if the House does not accept 
the amendment of the Senate. The question before the 
conferees is, then, Will the Senate recede from the amend
ment, or will the House recede from its dissent? The House 
can either accept the Senate amendment in toto or it can 
accept it with an amendment, and that would be the pro
cedure in this case. The House, we hope, would recede from 
its disagreement with such amendments as might be recom
mended, and the result would go into the report of the con
ferees. The House need not take the whole thing or nothing. 
It can recede with an amendment. 

Mr. FESS. Mr. President, if the Senator will permit, I am 
aware of that, but my question was whether the conferees 
could enlarge upon an amendment that was adopted in the 
Senate. That was the only point I made. 

Mr. BARKLEY. Where the Se:qate strikes out all the lan
guage of a bill and inserts entirely new language, the sky is 
almost the limit in the writing of the measure. 

Mr. WALCOTT. Mr. President, I want to be perfectly 
frank about this matter. There is not the slightest partisan 
feeling in my mind about it. All I am trying to do is to 
have some action to protect the business interests of this 
country by liberalizing the Securities Act, which does not 
protect business but injures business very seriously. 

We are facing here a practical issue. I want the sug
gestions contained in my proposed substitute, which I know 
are sound, because I have studied them carefully, to have 
the consideration of the conferees. How can we best accom
plish that end? I can see that the worst thing we could 
do would be to have the amendments now voted down by 
this body. Is there any way by which the amendments can 
be accepted by the Senate for the consideration of the con
ferees? That is all I want to accomplish, because there is 
no time for anything else. May I ask the Senator from 
Florida to consider that point? I know he seeks the same 
result at which I aim. He wants to modify the Securities 
Act in order to make it safe, and I am satisfied that these 
suggestions would help toward that end. The Senator from 
Florida has had no opportunity to study them; he does not 
know what they embrace, and other Senators do not. There 
has been no time to study them. They have just come in. 

Mr. BARKLEY. Mr. President, will the Senator yield? 
Mr. WALCOTT. I yield. 
Mr. BARKLEY. The committee considered this whole 

subject; it has been under consideration and under discus
sion for months. 

Mr. W ALCO'IT. That is true. 
Mr. BARKLEY. I would not, of course, suggest that the 

Senator did not off er the amendment as soon as he had it 
prepared, but all other amendments were offered here days 
ago, and printed, so that Senators ·could study them. The 
Senator comes in today with a typewritten amendment and 
asks that the bill . go over until next week in order that 
Senators may study the amendment. Was there any insur
mountable difficulty in the way of offering these amend
ments some time ago so they could have been studied? 

Mr. WALCOTT. The amendments have been changed 
from time to time. I saw the amendments in this form pos
sibly only 3 days ago. They have been radically modified 
since then. There was a good deal in them with which I 
did not agree, and I spent all yesterday afternoon going 
over them, and the hearing granted to this particular group, 
the Durable Industries Association, was allowed only last 
Tuesday; I think either Tuesday or Wednesday. There has 
not been much time; it has been very hurried, I admit. It 
is very complicated, and I am not trying to hasten the 
deliberations of the Senate. I should like to get the amend
ments before the conferees if we cannot get a favorable vote 
on them today. 

Mr. BARKLEY. They undoubtedly will be before the con
ferees, regardless of the action taken here. 

Mr. WALCOTT. I do not think there is a very good 
chance of them being before the conferees, unless that can 
be accomplished in a parliamentary way. 

Mr. FESS. Mr. President, will the Senator yield? 
Mr. WALCOTT. I yield. 
Mr. FESS. In the light of the question raised a while 

ago, would it be proper for the Senator from Connecticut to 
appear before the conference committee to present these 
amendments? His point is, how are we to get them before 
the conference committee in a parliamentary way? 

Mr. McNARY. Mr. President, will the Senator from 
Connecticut yield to me? 

Mr. WALCOTT. I yield. 
Mr. McNARY. I was attracted by the inquiry addressed 

by the Senator from Ohio to the Senator from Florida. The 
parliamentary situation is .not complicated. If the Senator 
from Connecticut would not offer the amendments as a sub
stitute, but would offer them as one amendment, to be 
inserted at the end of the last section of the Fletcher pro
posal, and it should be agreed to, the whole subject matter 
would go to conference, having been treated by the Senate, 
and there having been no action by the House. The con
:terees then could write, out o! both the measures, that 
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which would meet the situation. The amendments should 
not be offered as a substitute, but as one amendment. 

Mr. BARKLEY. The difficulty about that is that some of 
the provisions of the Senator's amendment are utterly in 
conflict with the amendment of the Senator from Florida. 

Mr. McNARY. That is true. 
Mr. BARKLEY. And it would put the Senate in a rather 

ridiculous position to adopt amendments which were contra
dictory within themselves. 

Mr. McNARY. But that in no fashion militates against 
the proposal I have made. It would be the duty of the con
ferees to strike out all conflicting provisions, and to bring 
in a logical substitute for the two proposals. 

Mr. FLETCHER. Mr. President, I cannot consent to these 
amendments at all. I have not had time to examine them 
fully. I know something of their source and origin and have 
had some discussion about the views of their proponents. I 
cannot consent to do what is suggested, though I am willing 
to consider the matter. 

In answer to the question of the Senator from Ohio, I 
think the conferees have the right to allow a Senator to 
appear before them and to present such matters as he may 
wish to present. It is my understanding that they have a. 
right to do that. 

This matter can be considered in conference, and I think 
much better results could be secured in that way than by 
now having a vote on it. We are asked to go too far. As 
the Senator from Kentucky has said, some of these sugges
tions are in absolute conflict with the proposal which I have 
made. I think some of them go too far. 

Mr. McNARY. Mr. President, there would be no par
liamentary limitations . or inhibitions against the proposal 
I suggest. It would be the duty of the conferees to take 
both of these amendments and work out something to 
meet the situation. If the Senator from Florida sa.ys . he 
will not agree to it, that is the end of my proposal. It 
should be done, in fairness to the Senator. 

Mr. FLETCHER. We can consider these questions with
out adopting the amendments. 

Mr. McNARY. Mr. President, unless there shall have 
been action by the Senate, when the conferees meet, they 
will not consider any voluntary proposal by a Senator. He 
would not have any standing in conference at all. If I were 
a conferee I would not have a Senator come before me with 
a proposal unless it had theretofore had Senate action. The 
Senator knows that if the Senator from Connecticut should 
go before the conferees with a mere proposal which had 
never had the sanction of the Senate, it would not receive 
careful and due consideration. 

Mr. FLETCHER. That is an assumption with which I 
do not agree. 

Mr. BARKLEY. Does the Senator think it would receive 
as much consideration at the hands of the conferees if the 
Senate had acted on it and voted it down as if the Senate 
had not voted on it at all? 

Mr. HASTINGS. That is not the proposal of the Senator 
from Oregon. 

Mr. BARKLEY. The Senator's proposal is that we ac
cept these amendments. That is an impossibility. 

Mr. McNARY. There is no impossibility from the stand
point of the Senate rules or procedure. I say that the 
amendments should not be offered as a substitute, but as an 
amendment at the conclusion of the amendment offered by 
the Sena.tor from Florida, taken to conference, where the 
conferees would have the whole subject matter before them, 
and something could be drafted that would not be incon
sistent. The parts of the amendment which were incon
sistent would be harmonized, and there would be brought 
back the comprcmise agreed upon by the conferees. 

The PRESIDING OFFICER.' The time of the Senator 
from Connecticut has expired. 

Mr. VANDENBERG. M r. President, I should like to offer 
~ suggestion which, it seems to me, is practical, and which 
would reach the objective which we all have in mind. 

The Senator from Connecticut does not want to leave this 
suggestion in a purely nebulous status, with no Senate ere-

dentials whatever behind these proposals when the bfil shall 
reach conference. He apparently is perfectly willing to leave 
the consideration to the conference, if he can be assured of 
an acknowledged status. 

What would be the objection-and I am addressing myself 
to the Senator from Florida [Mr. FLETCHER] and the Sena
tor from Kentucky [Mr. BARKLEYJ-to a unanimous-consent 
request that when the conference shall meet it consider the 
suggestions submitted in the amendments by the Senator 
from Connecticut in whatever respect they bear upon the 
problems of the conference? Such a request has no con
clusive authority behind it, and yet it does not leave the 
Senator from Connecticut wholly without some acknowledg
ment of his right to be heard. 

May I ask the Senators whether there would be any objec
tion to taking that course? 

Mr. FLETCHER. I have no objection, so far as I a.m con
cerned, to such a.ction by the Senate. Of course, it will not 
bind the House. 

Mr. VANDENBERG. Certainly not. Would that comply 
with the wishes of the Senator from Connecticut? 

Mr. WALCO'IT. Yes; I think it would. Of course, I do 
not want these suggestions smirched by an antagonistic 
vote. I do want them to be considered seriously by the con
ferees, because I believe they will find in them a great deal 
that is valuable, and that they will be o! help to the 
conferees. 

Mr. FLETCHER. I have no objection to such a sugges
tion as the Senator from Michigan makes. 

Mr. CLARK. Mr. President, will the Senator from Michi
gan yield? 

Mr. VANDENBERG. I yield. 
Mr. CLARK. My understanding is that the Senator from 

Michigan was · making a. request for unanimous consent. 
Mr. VANDENBERG. I was suggesting such a request to 

see whether satisfactory results could be achieved under it. 
Mr. CLARK. If the Senator will further yield, I will say 

that I have an amendment which I had decided not to offer, 
but I am perfectly willing to submit the amendment to the 
conferees; and if the Senate will agree to the request of the 
Senator from Michigan that the amendments of the Senator 
from Connecticut be submitted to and considered by the 
conferees, I desire to have my amendment included in the 
unanimous-consent request. 

My amendment is, on page 9, after line 15, to insert the 
following new section: 

SEC. -. Section 12 (2) of such act is amended by inserting. 
after the words " The purchaser not knowing of such untruth or 
omission" and before the parenthesis, the following: "(a) and rely
ing upon such prospectus or oral communication or statement 
included therein.'' 

Mr. VANDENBERG. I ask unanimous con&ent that both 
the proposed amendments submitted by the Senator from 
Connecticut and the proposed amendment submitted by the 
Senator from Missouri shall be ref erred to the conferees. 
with the request that they be considered by the conferees. 

Mr. CONNALLY. Mr. President, reserving the right to 
object, is this not rather an innovation in parliamentary 
procedure? 

Mr. VANDENBERG. Very decidedly so; but we live in an 
age of innovation, Mr. President. 

Mr. CONNALLY. The Senator is an innovator, I will ad
mit. How can the Senate bind the conferees? 

Mr. VANDENBERG. The Senate is binding no one. 
Mr. CONNALLY. It seems to me this procedure will be 

introducing a rather troublesome precedent for the future. 
Mr. CLARK. Mr. President, i! the Senator will further 

yield, I will state that I understand the Senator's request 
does not contemplate that it is in any sense to be an at
tempt to bind the conferees. 

Mr. VANDENBERG. Not at all. 
Mr. CLARK. It would be simply an expression on the 

part of the Senate that these are matters which may be 
subject to consideration 'by the conferees. 

Mr. CONNALLY. That does not bind anyone, either. It 
seems to me it is a bad precedent to set. The rule with 
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regard to conference action is well established. If the Sena
tor desires these matters to go to conference, the way to 
get them there is to adopt the amendments and let them go. 
I think it is a dangerous thing to undertake a procedure of 
this kind. Another body sits at the other end of the 
Capitol. That body can indulge in the same sort of pro
cedure; and the result may be that time and time again, in 
order to accommodate Senators or Representatives, such a 
procedure as the one now suggested will be indulged in for 
the purpose of having a record made with respect to pro
posed legislation, the adoption of which the Member can
not secure, with the result that all the time spent in 
conference may be taken up with such questions. 

Mr. VANDENBERG. Mr. President, has the Senator from 
Texas been on the floor during the last half hour, while 
this discussion has taken place? 

Mr. CONNALLY. The Senator from Texas has been on 
the floor only a short time. The Senator came in while the 
Senator from Michigan was discussing the matter. 

Mr. VANDENBERG. Then, the Senator from Texas is 
uninformed with respect to the efforts which have been 
made during the last 30 minutes to find a way whereby we 
shall not be foreclosed from having in the conference a 
complete survey of all the various phases of the Securities 
Act of 1933. The sole purpose of this suggestion is to con
clude the matter promptly and effectively without fore
closing anyone. 

Mr. CONNALLY. The Senator from Texas is more con
cerned with legislating according to some well-established 
rule, and legislating by the Senate itself, rather than by the 
conference committee. I do not believe the conference com
mittee ought to be the legislative branch of the Govern
ment. I shall not object, but I want my own observations 
with regard to a practice of this sort to appear in the 
RECORD. 

Mr. BARKLEY. Mr. President, of course it is well known 
in the Senate, and has been all along, that when matters 
go to conference any Senator who has a suggestion to bring 
to the attention of the conferees is accorded the right to do 
so. The conferees could invite the Senator from Connecti
cut, or the Senator from Missouri, or any other Senator 
who desires to present to them a matter that is within their 
jurisdiction, to come before them, or the Senator could ask 
to be allowed to do so. We do that all the time. When 
conferees are considering a measure we always feel free to 
go to any conferee, or to all of them together, or separately, 
and make suggestions. 

The unanimous-consent suggestion of the Senator from 
Michigan is irregular. It does not bind anyone. It does 
not bind the conferees, except to consider the matter, which 
they would do anyway. They can throw it out unceremoni
ously after they have considered it if they desire to do so. 
I do not think any advantage is gained for the amendment 
by the request of the Senator for unanimous consent, al
though I shall not object to it. 

I think the procedure is irregular. It does not give any 
greater rights than the conferees have anyway. If it is 
going to be entered into with respect to the amendments 
of the Senator from Connecticut and the Senator from 
Missouri, undoubtedly there are other Sena tors here who 
have had in mind amendments they would have liked to 
offer, but who have not offered them, in some instances 
that I personally know about, because the members of the 
committee have assured the prospective proponents of 
amendments that they would be considered in conference. 

Mr. VANDENBERG. Mr. President, since the only pur
pose I had was to facilitate matters, and apparently my 
request is operating in the other direction, I withdraw the 
request. 

The PRESIDING OFFICER. The question is on agreeing 
to the amendment, in the nature of a substitute, o:ff ered by 
the Senator from Connecticut [Mr. WALCOTT]. [Putting the 
question.] By the sound, the noes seem to have it. 

Mr. WALCOTT. I ask for a division. 
Mr. BARKLEY. I suggest the absence of a quorum. 

The PRESIDING OFFICER. The clerk will call the roll. 
The Chief Clerk called the roll, and the fallowing Senators 

answered to their names: · 
Adams Copeland Hebert 
Ashurst Couzens Johnson 
Austin Dickinson Kean 
Bachman Dill Keyes 
Balley Duffy King 
Bankhead Erickson La Follette 
Barbour Fess Lewts 
Barkley Fletcher Logan 
Black Frazier Lonergan 
Bone George Mc Carran 
Borah Gibson McGill 
Bulkley Glass McKellar 
Bulow Goldsborough McNary 
Byrd Gore Metcalf 
Byrnes Hale Murphy 
Capper Harrison Neely 
Carey Hastings Norbeck 
Clark Hatch Norris 
Connally Hatfield Nye 
Coolidge Hayden O'Mahoney 

Overton 
Patterson 
Pope 
Reynolds 
Robinson, Ark. 
Schall 
Sheppard 
Steiwer 
Stephens 
Thomas, Okla. 
Thomas, Utah 
Thompson 
Tydings 
Vandenberg 
Van Nuys 
Wagner 
Walcott 
Walsh 
Wheeler 

The PRESIDING OFFICER. Seventy-nine Senators have 
answered to their names. A quorum is present. The ques
tion is on the amendment, in the nature of a substitute, 
offered by the Senator from Connecticut CMr. WALCOTT] for 
the amendment of the Senator from Florida EMr. FLETCHERL 

Mr. WALCOTT. I demand the yeas and nays. 
The yeas and nays were ordered, and the Chief Clerk 

proceeded to call the roll. 
Mr. KEYES (when his name was called). I have a pair 

with my colleague, the· junior Senator from New Hampshire 
[Mr. BROWN]. I understand that if he were present he 
would vote" nay." If permitted to vote, I should vote" yea." 

Mr. LOGAN <when his name was called). I have a gen
eral pair with the junior Senator from Pennsylvania CMr. 
DAVIS], who is absent. I do not know how he would vote 
if he were present. I transfer that pair to the senior Sen
ator from Nevada CMr. PITTMAN], and will vote. I vote 
"nay.'' 

Mr. Mc~ (when his name was called). On this 
vote I have a pair with the junior Senator from Delaware 
[Mr. TOWNSEND], who, I understand, is not present. I, 
therefore, transfer that pair to the junior Senator from 
Illinois [Mr. DIETERICH], and vote" nay." 

Mr. ROBINSON of Arkansas <when his name was called). 
I transfer my general pair with the Senator from Pennsyl
vania [Mr. REED] to the junior Senator from Georgia CMr. 
RUSSELL], and vote "nay." 

The roll call was completed. 
Mr. LEWIS. I announce the absence of the Senator 

from Louisiana EMr. LoNG], the junior Senator from Arkan
sas [Mrs. CARAWAY], the Senator from South Carolina CMr. 
SMITH], the junior Senator from Illinois [Mr. DIETERICH], 
the Senator from New Hampshire CMr. BROWN], the Senator 
from Colorado [Mr. CosTIGAN], the Senator from Nevada 
CMr. PITTMAN], and the Senator from Florida [Mr. TRAM
MELL], called away on official business; the absence of the 
Senator from California [Mr. McADoo], occasioned by ill
ness, and the absence of the Senator from Georgia [Mr. 
RussELL], occasioned by a death in his family. I ask that 
this announcement remain for the day, and to add that my 
colleague, the junior Senator from Illinois [Mr. DIETERICH], 
if present, would vote" nay." 

I also wish to announce the following general pairs: 
The Senator from California EMr. McADool with the 

Senator from New Mexico CMr. CUTTING], and 
The Senator from Florida [Mr. TRAMMELL] with the Sen

ator from Minnesota [Mr. SCHALL]. The Senator from 
Florida would vote " nay " and the Senator from Minnesota 
would vote" yea", if present. 

Mr. HEBERT. I announce the following general pairs: 
The Senator from Maine [Mr. WHITE] with the Senator 

from Arkansas [Mrs. CARAWAY]; and 
The Senator from Indiana [Mr. ROBINSON] with the Sen

ator from Mississippi [Mr. STEPHENS]. 
I am not advised as to how the senator from Maine and 

the Senator from Indiana would vote on this question if 
present. 
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Mr. STEPHENS. I have a pair with the senior Senator 

from Indiana [Mr. ROBINSON]. I transfer that pair to the 
Senator from South Carolina [Mr. Smml and will vot.e. 
I vote " nay." 

The result was announced-yeas 30, nays 46, as follows: 

Adams 
Austin 
Barbour 
Bulkley 
Byrd 
Carey 
Coolidge 
Copeland 

Ashurst 
Bachman 
Balley 
Bankhead 
Barkley 
Black 
Bone 
Borah 
Bulow 
Byrnes 
Capper 
Clark 

YEAS--30 
Dickinson 
Fess 
Gibson 
Goldsborough 
Gore 
Hale 
Hastings 
Hatfield 

Hebert 
Kean 
Lonergan 
McNary 
Metcalf 
Patterson 
Reynolds 
Steiwer 

NAY8-46 
Connally King 
Couzens La Follette 
Dill Lewis 
DulfY Logan 
Erickson Mc Carran 
Fletcher McGlll 
Frazier McKellar 
George Murphy 
Glass Neely 
Harrison Norbeck 
Hatch Norris 
Hayden Nye 

NOT VOTING-20 

Thomas. Okla. 
Tydings 
Vandenberg 
Wagner 
Walcott 
Walsh 

O'Mahoney 
Overton 
Pope 
Robinson, Ark. 
Sheppard 
Stephens 
Thomas, Utah 
Thompson 
VanNuys 
Wheeler 

Brown Dieterich Pittman Shlpstead 
Caraway Johnson Reed Smith 
Costigan Keyes Robinson, Ind. Townsend 
Cutting Long Russell Trammell 
Davis McAdoo Schall White 

So Mr. WALCOTT'S amendment in the nature of a substi
tute for the amendment of Mr. FLETCHER was rejected. 

Mr. HASTINGS. Mr. President, I ofter the amendment 
which I send to the desk. 

The PRESIDING OFFICER. The amendment will be 
stated. 

The LEGISLATIVE CLERX. In Mr. F'LE'l'CHER'S amendment on 
page 5, after the word "first", in line 19, it is proposed to 
add the following: 
and (3) by adding after the word "underwriter" the following 
words: 

"As used in this paragraph, the term • public of!ering • shaJ.l 
not be deemed to include an offering made solely to employees 
by an issuer or by its a.muates in connection with a bona fide 
plan for the payment of extra compensation or stock investment 
plan for the exclusive benefit o! such employees," 

Mr. HASTINGS. M':r. President, I may say that the 
amendment comes in section 4 of the Securities Act after 
paragraph 1. 

Mr. FLETCHER. Mr. President, is this an amendment to 
the amendment which I have o1fered? 

Mr. HASTINGS. That is correct. 
Mr. FLETCHER. I have examined the amendment, and 

I see no objection to it. 
The PRESIDING OFFICER. The question is on agreeing 

to the amendment offered by the Sena.tor from Delaware 
[Mr. HAsTINGs] to the amendment offered by the Senator 
from Florida [Mr. FLETCHER]. 

Mr. LEWIS. Mr. President, I should like to say, i! I 
may be permitted, to the chairman of the committee and 
his aide, the Senator from Kentucky [Mr. BARKLEY], in the 
matter touching the school teachers of Illinois, I desire, if I 
may be allowed to do so, to withdraw the amendment sug
gested by me and to accept the amendment which t,he chair
man himself now proposes to offer. 

Mr. FLETCHER. Mr. President, the question now, as I 
understand, is on the amendment o1f ered by the Senato!' 
from Delaware [Mr. IiAsTINGsJ. 

The PRESIDING OFFICER. The question is on the 
amendment offered by the Senator from Delaware [Mr. 
HASTINGS] to the amendment of the Senator from Florida 
[Mr. FLETCHER]. 

The amendment to the amendment was agreed to. 
Mr. THOMAS of Oklahoma. Mr. President, early in the 

present session I introduced a bill proposing to liberalize the 
Securities Act of 1933. I realize that at that time the duties 
of the committee were such that they could not reach that 
bill for consideration. When the pending bill came before 

the Senate I offered the substance of my bill as an amend
ment to it, and it is now lying on the table. 

Mr. President, I call up that amendment and offer it as a 
substitute for the amendment of the Senator from Florida 
[Mr. FLETCHER]. I will not ask that the amendment be 
read but I will ask that it be printed in the RECORD in full 
at this point. 

The PRESIDING OFFICER. Without objection, it is so 
ordered. 

The amendment proposed by Mr. THOMAS of Oklahoma 
in the nature of a substitute for the amendment of Mr. 
FLETCHER is as follows: 

On page 57, after line 9, insert the following: 
"PART II-AMENDMENT OF 8EcuRITIEs ACT OJ' 1933 

" SEC. 1. Sections 11, 12, 13, 14, 15, and 16 of the Securities Act 
of 1933 are hereby repealed. 

" SEC. 2. Such act is am.ended by inserting after section 10 two 
new sections, as follows: 

"'SEC. 11. To facilitate the operation of the provisions of this 
act and to the end that the issuance of securities may not be 
made unduly costly, the Commission is hereby authorized and 
empowered in its discretion .to waive and dispense with the filing 
with it by any applicant for the issuance of securities any papers, 
documents, data, and/or information which in its judgment may 
be unneces.5ary in compliance with the purpose and spirit of 
this act, including any papers, documents, data, or information 
required by schedule A or schedule B hereof.' 

" ' SEc. 12. Except as provided in sections 20 and 24, the common 
law shall apply to any violation of the provisions of this act.' 

" SEC. 3. Section 17 of such act is renumbered as section 13, and 
is amended by striking out, where they appear in subsection (a) 
(2), the following words: •or any omission to state a material 
fact necessary in order to make the statements made, in the light 
of the circumstances under which they were made, not mislead
ing'; and such section is further amended by striking out sub
section (b) and by relettering subsection (c) as subsection (b). 

" SEC. 4. Sections 18, 19, 20, 21, 22, and 23 of such act are hereby 
renumbered as sections 14, 15, 16, 17, 18, and 19, respectively. 

"SEC. 5. Section 3 (a), first sentence and paragraph (1) of said 
act be amended to read as follows: 

"• SEc. 3. (a) Except as hereinafter expressly provided, the provi
sions of this act shall not apply to any of the following classes of 
securities: (1) Any security which, prior to July 26, 1933, has been 
sold or disposed of by the issuer or bona fide offerer to the public.' 

" SEC. 6. Section 24 of such act is hereby renumbered as section 
20, and is amended by inserting immediately before the word 
•omits' the word •willfully.' 

"SEC. 7. Sections 25 and 26 of such act are hereby renumbered 
as sections 21 and 22." 

Mr. THOMAS of Oklahoma. Mr. President, there are 
only one or two points I wish to take a brief time to explain. 
There are two objections in the main to the Securities Act of 
1933. The first is that it requires mandatory reports of 
great volume. Some corporations in submitting their re
ports had to file them in volumes. ·1 have information that 
one corporation has been required to file reports to such an 
extent that if the volumes were placed one on top of the 
other they would be 40 inches high. I doubt if anyone reads 
the reports. Of course, they are there for the purpose of 
reading if anyone wants to read them. 

My amendment provides that the Commission in its dis
cretion may waive the requirement for filing certain reports. 
If the Commission sees fit to order the reports as per the 
law, of course, the reports will be made. But my amendment 
would make it discretionary with the Commission as to 
whether the reports should be filed. 

The second objection I have to the Securities Act is the 
severity of the penal clauses and the damage liability. The 
amendment I have submitted, instead of making the penal
ties as stringent as now contained in the law, would change 
the form of the penalties from statutory penalties to the 
common law. If that should prevail, then one who is dam
aged through false representation or misrepresentation may 
go into court and bring suit under the common law and get 
damages to the extent of his injury. 

The existing law makes the company issuing the securities 
liable as follows: 

First. A purchaser of securities may use the person named 
even though he purchased in the market after the securities 
had been sold several times. . 

Second. A purchaser may sue although he had never read 
or knew of the untrue statements or misleading statements 
before he purchased the securities. 
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Third. A purchaser need not establish a causal connection 

between the untruth and the loss sustained, nor is the pur
chaser barred if such causal connection be disproved. 

Fourth. The burden of proof under the present law is on 
the defendant to establish the reasonableness of his investi
gation and belief rather than on the plaintiti to establish 
the contrary. 

Mr. President, it is well known that because of this law 
the issuance of securities has practically ceased. I wish to 
place in the RECORD a statement of what has happened dur
ing the past 10 years. In the year 1928 the corporations of 
America issued and sold securities to the extent of $8,000,-
000,000. I shall omit the odd millions and thousands. That 
year corporations floated and sold $8,000,000,000 of securi
ties, and the new money was used in the purchase of mate
r ial and in the employment of labor. That was as much as 
our total export and import trade; in other words, the float
ing of securities has been of as much benefit to the United 
States during the past 10 years as all of our export trade 
and import trade combined. 

In 1924 the total of securities issued was $5,500,000,000. 
In 1925 it was $6,220,000,000. In 1926 it was $6,000,000,000. 
In 1927 it was $7,000,000,000. 

In 1929, the year the depression struck, companies issued 
$10,000,000,000 of securities. That was $10,000,000,000 for 
material, for transportation, and for labor in 1929. Last 
year, 1933, the total sum issued was $716,000,000. In other 
words, the money available for labor, material, and trans
portation last year was less than $1,000,000,000, while in 1929 
it was more than $10,000,000,000. 

Mr. BARKLEY. Mr. President, will the Senator yield? 
The PRESIDING OFFICER. Does the Senator from Ok

lahoma yield to the Senator from Kentucky? 
Mr. THOMAS of Oklahoma. I yield. 
Mr. BARKLEY. Does the Senator attribute the falling 

off in 1933 entirely to the Securities Act? 
Mr. THOMAS of Oklahoma. Of com·se, I have no means 

of knowing. 
Mr. BARKLEY. The Securities Act did not go into effect 

until after the middle of the year. It was not passed until 
June, and then it took some time to set up the machinery. 
I doubt whether the act was in full operation for more than 
3 months of the year 1933. It would not be fair to leave 
the implication that all the decline was due to that act. 

Mr. THOMAS of Oklahoma. Of com·se, there is much in 
what the Senator from Kentucky has said. 

Mr. BARKLEY. We know we had in the early pa·rt of 
the summer--

Mr. KEAN. Mr. President, will the Senator from Ken
tucky kindly repeat his statement? On this side we cannot 
hear what he is saying. 

Mr. BARKLEY. I have said that no one in fairness 
could attribute to the Securities Act the decline in the issu
ance of securities in 1933. That act was passed about the 
first of June and did not become effective for quite a while, 
until the machinery was set up. I doubt whether the act 
was in full effect for more than 3 months of 1933. Of 
course we are all familiar with the bank holiday and the 
collapse of credit and the whole confused situation that 
brought Congress into · extra session and made it necessary 
to enact a number of laws to relieve and safeguard the 
situation. 

It is not fair to attribute the entire decline in the issuance 
of securities in 1933 to the operation of the Securities Act, 
which as a matter of fact was in operation for only about 
3 months of that year. I have no doubt if the Seeurities 
Act had not been enacted there would have been a very 
material decline anyway in 1933. Of course no one could 
say just what it would have been. 

Mr. TYDINGS. Mr. President, will the Senator from 
Oklahoma yield? 

The PRESIDING OFFICER. Does the Senator from 
Oklahoma yield to the Senator from Maryland? 

Mr. THOMAS of Oklahoma. I yield. 
Mr. TYDINGS. I think it is also true that practically 

evel'y depression has been cured pri:m.airily by a revival of 

the capital-issues market. Certainly today, I may say, · in 
support of the observation of the Senator from Oklahoma, 
there is vast need for capital. There is a bill pending in 
Congress to enable the Federal Government itself to lend 
capital to industries. But in some of the measures we have 
passed we have gone so far as to prevent private invest
ment houses from financing individuals because of the 
stringent restrictions thrown around them. I think the 
capital-issue revival has to precede any move out of the 
depression. Until we realize that fact, capital is not going 
to flow into tbe channels of industry and trade. 

Mr. BARKLEY. Mr. President, will the Senator from 
Oklahoma yield further? 

Mr. THOMAS of Oklahoma. I yield to the Senator from 
Kentucky. 

Mr. BARKLEY. The reason why the Federal Govern
ment is lending money or preparing to lend money and 
why there are bills on the calendar to make direct loans 
to industry, is not because of any lack of issue of new 
securities, but because there is not now available credit for 
private industry through banking operations. We are all 
familiar with the situation. The concerns which are in 
need of money during the last 5 years could not sell securi
ties in the markets if they issued them, because they could 
not even borrow money from banking institutions. 

Mr. TYDINGS. Mr. President, I do not want to inter
fere unduly with the Senator from Oklahoma, but, if he . 
will yield further, I should like to say that we have recently 
enacted a law which compels private banking houses to 
abandon all private deposits. Many people prefer to keep 
their money in private banking houses, yet we have forced 
them within a short time to take all that money out, not
withstanding it is all in investments. We have demoralized 
the investments of some of the oldest concerns in America. 
There is one in my State which dates back 100 years which 
has never been connected with any questionable transaction. 
I cannot see how there ean be any movement out of the 
depression until private capital has a chance to go to the 
rescue of some of these concerns. The atmosphere of in
security created by Congress is stopping the revival of many 
businesses because capital is loath to invest in them under 
existing circumstances. 

Mr. KEAN. Mr. President, will the Senator from Okla
homa ·yield? 

The PRESIDING OFFICER. Does the Senator from 
Oklahoma yield to the Senator from New Jersey? 

Mr. THOMAS of Oklahoma. I yield. 
Mr. KEAN. I have in my office a list of fully 100 com

panies which need investment capital and are anxious to 
obtain it, but owing to the Securities Act they cannot ob
tain capital at the present time. Some of them have ap
plied to me personally for capital and I have refused to do 
any underwriting on account of the Securities Act . 

Mr. BARKLEY. Mr. President, will the Senator give the 
Senate the benefit of the names of some of those concerns 
which want to issue capital stock and will not do it because 
of the Securities Act? 

Mr. KEAN. I shall be glad to file a list. 
Mr. BARKLEY. I have been hearing there are com

panies which could not issue any stock becam:e of the act 
referred to. I have never heard one named. If the Senator 
can name one, I should like to have him do so. I am not 
saying that to dispute what the Senator has said, but I 
should like to have what the lawYers call a proffer in open 
court. 

Mr. KEAN. I have a list of about 100 of them. 
Mr. BONE. Mr. President, will the Senator from Okla

homa permit me to ask the Senator from New Jersey a 
question? 

Mr. THOMAS of Oklahoma. I yield to the Senator from 
Washington. 

Mr. BONE. Were any of the companies to which the 
Senator refen-ed desirous of making loans in 1932? 

Mr. KEAN. I do not know about that. 
Mr. BONE. Can the Senator enlighten us as to why they 

want the money now and did not want it in 1932? 
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Mr. KEAN. Yes. At the present time business is such 

that they are borrowing too much money from the banks, 
and they want to get it in the form of refunded capital, 
permanent capital, instead of borrowing money from the 
banks. 

Mr. THOMAS of Oklahoma. Mr. President, under the 
existing law, if a corporation desires to issue securities in 
the nature of bonds, the managing officers, the president, 
vice president, secretary, treasUI·er, and the directors must 
get out a statement or prospectus giving the financial set-up 
of the corporation. In the case of the larger companies, the 
president cannot know all about the details of the corpora
tion. He must have his engineers, auditors, and other high
class expert assistants. 

The president and the other officers must rely upon the 
work of the assistants in preparing these representations 
and prospectuses. Under existing law, if a company issues 
such a prospectus, relying upon the expert advice of engi
neers and auditors, and if the prospectus inadvertently, 
honestly, makes a statement of fact which later turns out 
to be a misstatement, the president, secretary, treasurer, 
and directors are personally liable. Because of that, men 
who have lived for some time and have acquired a com
petency hesitate to step out and start to finance new expan
sion and new development, taking a chance, where they have 
to rely upon their assistants for facts which they cannot 
secure themselves. They hesitate, and in fact refuse, to put 
out such prospectuses; and, because of that fact, practically 
nothing at present is being done in the way of flotation of 
secUI·ities. 

Mr. DILL. Mr. President--
The PRESIDING OFFICER. Does the Senator from 

Oklahoma yield to the Senator from Washington? 
Mr. THOMAS of Oklahoma. I do. 
Mr. DILL. Is it not a fact also that a great many cor

porations that are ready to abide by the law, and ready to 
issue prospectuses, find themselves prevented by the Fed
eral Trade Commission from even being given permission 
to do so? 

I desire to say to the Senator that the mining business 
in the Northwest, the section from which I come, has been 
absolutely stopped so far as new financing is concerned for 
the reason that the Federal Trade Commission refuses to 
permit even the issuance of prospectuses and makes demand 
after demand for more information and new information. 
As a result, there is not any development of the mining 
business in the Northwest, at least, and there will not be 
so long as these restrictions are contained in the law. 

Mr. TYDINGS. Mr. President--
The PRESIDING OFFICER. Does the Senator from 

Oklahoma yield to the Senator from Maryland? 
Mr. THOMAS of Oklahoma. I do. 
Mr. TYDINGS. Is it not a fact that the more difficult 

it is to obtain capital, the higher the interest rate the 
borrowing concern has to pay? 

Mr. THOMAS of Oklahoma. There is no doubt about 
that. 

Mr. TYDINGS. I heard the other day about a concern 
that was called upon to refinance and had to pay 12 percent 
for the money, because the broker told the officers frankly 
that financing under existing conditions would require a 
heavy discount. I also know that in my own State the 
obligations of some of our large concerns are maturing next 
year, and as things are now pro.iected there is no hope that 
they can refinance; and, if they do, under this bill they will 
get less money than they would have gotten otherwise, 
because the charge will be exorbitant. 

Mr. THOMAS of Oklahoma. The Senator from Kentucky 
asked me a moment ago if there are any companies that are 
ready to finance if they can float their securities. Of course, 
I cannot answer that question definitely; but I have the 
name of a company that I could give, and I will give it to 
the Senator privately if he desires, whose officers tell me 
they are ready to build a pipe line from Oklahoma and 
Texas through the North and East. This pipe line will 
cost $250,000,000. Tnat is a quarter of a billion dollars. 

The PRESIDING OFFICER. The time of the Senator 
from Oklahoma has expired. 

Mr. THOMAS of Oklahoma. I will use time on the bill. 
The PRESIDING OFFICER. The Senator from Okla

homa is recognized on the bill. 
Mr. THOMAS of Oklahoma. This financing, if allowed, 

would involve the expenditure of labor to obtain the iron, 
the transportation of the iron ore to the smelters and to the 
mills to make it into pipe, the transportation of the pipe to 
the particular territory in which the pipe line is to be laid, 
the acquisition of land over many miles from farmers and 
others on which to lay the pipe line, the employment of 
labor in laying the pipe line, and then, of course, other labor 
that might be required in connection with it. So it seems 
to me that until these large concerns can float their securi
ties and get the necessary money, there is no chance to 
revive the vast expenditures of this kind which we witnessed 
in previous years. 

Mr. President, I do not desire to take the time of the 
Senate, because I realize that no material amendment has 
been adopted to this bill so far, and probably will not be. I 
have taken this occasion to call to the attention of the Sen
ate, the committee, and especially the conferees, the diffi
culties as I see them. 

The first one is the requirement as to elaborate reports. 
I suggest that when the conferees meet that point be con
sidered, and that the Commission which is to administer the 
act be given power to waive the submission of such reports 
as may not be material 

The second suggestion I make is that the conferees mini
mize and liberalize the penalties. Of course, one who de
liberately makes a misstatement of fact should be punished. 
No one will controvert that contention; but where presi
dents and corporate heads are forced to rely upon auditors 
and others in making out their reports it occurs to me that 
the common law penalty against a corporation would be 
ample. 

With these suggestions, Mr. President, I shall not ask 
that the amendment be put to a vote; but I will ask the 
conferees to consider these features when they come to 
write the bill in conference, especially the amendments to 
the Securities Act of 1933. 

The PRESIDING OFFICER. Does the Senator withdraw 
his amendment? 

Mr. THOMAS of Oklahoma. I do. 
The PRESIDING OFFICER. The question is on the 

amendment offered by the Senator froin Florida [Mr. 
FLETCHER]. 

The amendment was agreed to. 
Mr. FESS. Mr. President, in line with what the Se:iator 

from Oklahoma [Mr. THOMAS] has just been saying, there is 
a very interesting article from a finance writer in this morn
ing's Washington Post analyzing the credit situation. I 
ask unanimous consent that it be inserted in the RECORD. 

The PRESIDING OFFICER. Without objection, the arti
cle will be printed in the RECORD. 

The article is as follows: 
[From the Washington Post of Saturday, May 12, 1934] 

ANALYSTS CREDIT STOCX. MARKET WEAKNESS TO BAD TRADE 0UTLOOit, 
'UNCERTAINTY OVER GOVERNMENTAL PoL1cms, ExcHANGE BILL 

By Ralph west Robey 
Among stock-market analysts in New York the decline of this 

week is credited on the whole to three things: First, the increasing 
volume of evidence that business has passed the seasonal peak 
and no.w is on the downgrade; secondly, a growing uncertainty 
over governmental policies of the next few months and the fear 
that we are faced with still more regimentation and experimenta
tion; thirdly, the rather wide-spread, although more or less in
definite apprehension over the possible effects of the security
exchange blll. 

If one coulc! assign definite weights to these factors it appears 
the greatest importance would be given to the first one listed. 
on all sides in the New York financial district one now hears 
bearish prophecies as to the future of business. Insofar as I have 
discovered no one questions that the decline will be more than 
seasonal. It merely is a question of how much more than seasonal 
it is to be. Among the more optimistic, 5 percent is a commonly 
quoted figure. Others estimate it will be as much as 20 percent. 
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BUSINESS FIGURES STILL REFLECT BET1'ER CONDmONS 

To those who give only casual attention to business statistics 
such prophecies may appear strange, for it is true that several 
of the major indicators of the trend still are climbing, and the 
Federal Reserve Board indices continue to refiect improvement. 
The reason for the discrepancy between this record and the views 
of the analysts is partly because of unusual forces tending to 
hold up particular lines of business · and partly because of the 
shortcomings in the corrections o! the indices for seasonal 
variations. 

Thus in the case of steel production it is emphasized that cur
rent buying is anticipating the needs of the third quarter to an 
unusual degree. This anticipation is the result of a desire of the 
buyers to get their orders filled before the announced price advance 
takes place. Steel scrap prices, which are taken as a reliable 
indicator of the trend in the industry, recently have shown marked 
weakness. 

Seasonal corrections are viewed as important because the spring 
improvement has lasted beyond the usual date. In consequence 
the normal corrections give a false picture of the actual situation, 
tending to hoM the indexes at an abnormally high figure. Later 
they will work in the opposite direction. 

REPORTS ON GOVERNMENTAL POLICY SHOW INCONSISTENCY 

The uncertainty over future governmental policies is the in
evitable consequence of trying to conclude where we are headed 
from the inconsistent stories coming out of Washington. To some 
extent there has been such inconsistency from the start of this 
administration, but many people in the street feel that it is greater 
today than at almost any earlier period. Time after time recently 
the entire outlook has been changed over night. A notable exam
ple have been the reports this week on silver. On Monday it was 
stated nothing was to be done, on Tuesday the President had 
agreed to a far-reaching program., on Wednesday the whole pro
gram was in a deadlock. 

Apprehension over the stock exchange bill probably ls the least 
important of the three factors mentioned. So far as I can deter
mine, it amounts in the final analysis to little more than disllking 
the idea of a governmental group having a whip hand over the 
market at all times. 

:Mr. FLETCHER. Mr. President, I offer the amendment 
which I send to the desk. 

The PRESIDING OFFICER. The amendment will be 
stated. 

The legislative clerk proceeded to read the amendment. 
Mr. FLETCHER. Mr. President, the amendment has been 

printed, and I have made no change at all in it. I ask to 
have it printed in the RECORD, and that the further reading 
be dispensed with. 
Th~ PRESIDING OFFICER. Without objection, that or

der will be made. 
Mr. FLETCHER'S amendment is to insert at the end of the 

bill the following new sections: 
SEC. 211. Section 2 of the Securities Act of 1933 is amended by 

adding at the end thereof the following new paragraphs: 
"(13) The term 'protective committee' means any persons or 

group of persons who propose or purport to act, or who on the 
date this paragraph takes etfect are acting, for and in behalf of 
owners or holders of securities for the purpose of protecting pre
serving, and/or forwarding the common interests of own~rs or 
holders of such securities (A) in connection with a reorganization. 
rehabilitation, or liquidation of, or composition by, the issuer of 
the securities, (B) the substitution of other securities therefor, 
(C) a readjustment or modification of the rights or liabilities evi
denced by or embodied in the securities, or (D) the assertion of 
any such rights other than voting rights; except that such term 
shall not include any person or group of persons upon whom 
authority so to act was or ls conferred by the instrument under 
which the securities were origina.lly issued or by any amendment 
to such instrument. 

"(14) The term 'protective committee agreement• means any 
agreement, consent, authorization. power of attorney, or other 
instrument, by whatever name called, by which the owners or 
holders of securities confer upon a protective committee authority 
to act for and in their behalf. 

"(15) The term 'plan of reorganization' means any plan or 
agreement for reorganization. rehabilitation. liquidation, or com
position, or for r~adjustment or modification of securities, or for 
the assertion of rights (other than voting rights) evidenced by or 
embodied in any securities." 

SEC. 212. (a) Section 17 of such act is amended by adding after 
subsection (b) thereof the following new subsections: 

" ( c) From and after 60 days after this subsection takes effect, 
it shall be unlawful for any protective committee, directly or 
indirectly, to make use of any means or instruments of trans
portation or communication in interstate commerce or of the 
mails in order to solicit a protective committee agreement or any 
amendment thereto, or in order to solicit adherence, assent, or 
consent to any such agreement or amendment, or 1n order to 
submit any such agreement or amendment for an expression of 
assent or dissent, or in order to solicit adherence, assent, or con
sent to any plan of reorganization or any amendment thereto, or 
in order to submit any such plan or amendment for an expression 
of assent or dissent, unless--

"(1) a statement concern1ng such agreement, plan, or amend
ment, complying with the requirements of subsection (d) shall 
be in etfect; 

"(2) at the time of filing of the statement referred to in para
graph (1), such committee shall file with the Com.m1Bs1on (A) an 
undertaking to file monthly thereafter, until the Commission 
shall determ.ine by appropriate order that the committee has 
ceased operation, a written report under oath, for the period 
not covered by previous reports, in such form and containing such 
information concerni.ng the activities of the committee as the 
Com.mission, by rules and regulations, may require as necessary or 
appropriate for the proper protection of investors, and a list 
showing the names and the la.st-known addresses of any persons 
(other than those listed in any list previously filed) to whom any 
individual solicitation or submission ls proposed to be addressed 
at the date of the filing of the llst, or was addressed during the 
period since the filing of the last previous list; and (B) an under
taking to file with the Commission copies of any amendments 
thereafter made to the protective committee agreement or plan 
of reorganization, and copies of any plan of reorganization there-

. after adopted pursuant to the provisions of the protective com
mittee agreement, such filing to be made not later than 10 days 
after such amendment ls made or such plan 1s adopted; 

"(3) at or before the time o! solicitation or submission by any 
such means, the committee sha.11, (A) 1n the case of an individual 
solicitation or submission, send or give to each person to whom 
the solicitation or submission ls addressed a copy of a summary of 
such of the information contained in the statement required 
under paragraph ( 1) as the Commission may by rules and regula
tions require as necessary or appropriate for the proper protection 
of investors, or (B) 1n the case of solicitation or submission by 
general notice or advertisement, offer to furnish on request a copy 
of such summary to any member of the group to which the solici
tation or submi&sion ls addressed; and 

"(4) In any case in which the terms of the protective committee 
agreement, the composition of the protective committee, and/or 
the qualifications of its members, fail to conform to the recom
mendations which may be established by the Commission from 
time to time for various classes of securities and types of situa
tions, a.II written communications or communications by radio, 
made by the committee in the course of any solicitation or sub
mission of the character referred to in this subsection. shall con
tain a clear statement to that effect. In the case of a written 
communication, such statement shall be in print, type, or writing 
as legible as that used generaJ.ly throughout the communication 
and shall be followed by a brief summary of the provisions or 
matters in which there is failure to conform to the Commission's 
recommendations. 

"(d) The statement required under subsection (c) (1) shall be 
filed with the Commission in triplicate, shall be signed by every 
member of the committee, shall include such information. docu
ments, and exhibits as the Commission by rules and regulations 
may require as necessary or appropriate for the proper protec
tion of investors, comparable in character to that required in 
registration statements for certificates of deposit, and shall include 
specifically a list giving the last-known address of each person 
known or believed to be the owner or holder of securities to whom 
any individu~l solicitation and/or submission is, at the date of 
filing such statement, proposed to be addressed. A statement 
with respect to an amendment to a plan of reorganization or a 
protective committee agreement concerning which a statement 
has previously been filed, or with respect to a plan of reor
ganization adopted pursuant to any such agreement, may be filed 
as an amendment to such previously filed statement. The pro
visions of section 6 ( d) and section 8 with reference to registra
tion statements shall apply to statements required under sub
section ( c) ( 1) , and the term ' issuer ' as used in such sections 
shall apply to the protective committee. At the time of filing any 
statement required under such subsection the committee fillng 
the same shall pay to the Commission a fee of $25. The filing of 
any such statement or of an amendment thereto sha.11 be deemed 
to have taken place upon the receipt thereof 1f it is accompanied 
by a United States postal money order or certified bank check or 
cash for the amount of the fee required. No such statement 
shall be filed within the first 30 days after subsection (c) takes 
etfect. 

" ( e) The provisions of subsection ( c) of this section shall not 
apply to any protective committee which proposes or purports 
to act for and in behalf of ( 1) a group of not more than 25 
persons; (2) security holders who are all persons resident in, 
and/or corporations incorporated by and doing business in, the 
the State or Territory in which the members of the committee 
are all resident; (3) holders of securities of the classes referred 
to in section 3 (a) (2) or (3); or (4) holders of securities of a 
value of not more than $100,000, as determined in accordance 
with the rules and regulations of the Commission, 1f the commit
tee complies with such terms and conditions as the Commission 
may by rules and regulations prescribe as necessary or appropriate 
!or the proper protection of investors." · 

{b) The last subsection of section 17 of such act is amended 
by striking out " ( c)" and inserting 1n lieu thereof "(f) ." 

SEC. 213. Section 23 of such act is amended to read as follows: 
"SEC. 23. Neither the fact that a registration statement for a 

security or a staument required under section 17 ( c) has been 
filed or ls in effect, nor the fact that a stop order is not in etfect 
with respect thereto, shall be deemed a finding by the Commission 
that such statement is true and accurate on its face or that it does 
not contain an untrue statement of !act or omit a. material !act. 
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or be held to mean that the Com.mission has in any way passed 
upon the merits of, or given approval to, any security, or any 
protective committee, protective committee agreement, or plan of 
reorganization. It shall be unlawful to make, or cause to be made, 
to any person, any representation contrary to the foregoing pro
visions of this section." 

SEC. 214. Section 24 of such act ls amended to read as follows: 
" SEC. 24. AJJ.y person who willfully violates any of the provisions 

of this title, or the rules and regulations promulgated by the 
Commission under authority thereof, or any person who willfully 
fa.tis to carry out the terms of any undertaking filed with the 
Commission as required by the provisions of this title, or any 
person who willfully, in a registration statement, or in any state
ment, list, or report required to be filed under section 17 ( c) 
(1) or (2), or in any summary required to be sent, given, or fur
nished under section 17 (c) (3), makes any untrue statement of 
a material fact or omits to state any material fact required to be 
stated therein or necessary to make the statements therein not 
misleading, shall upon conviction be fined not more than $5,000 or 
imprisoned not more than 5 years, or both.'' 

Mr. FLETCHER. I have a memorandum explaining the 
amendment, which I ask to have printed in the RECORD 
without reading. 

The PRESIDING OFFICER. Without objection, that 
order will be made. 

The memorandum is as follows: 
MEMORANDUM EXPLANATORY OF THE ATl'ACHED PROPOSED AMENDMENTS 

TO THE SECURITIES ACT OF 1933 OFFERED AS AMENDMENTS TO THE 
NATIONAL SECURITIES EXCHANGE ACT 

Section 211: This section adds definitions of the terms " protec
tive committee"," protective committee agreement", and "plan of 
reorganization." The definition of the term "protective com
mittee" is based upon the definition contained in the Public Trust 
Commission Act of Michigan, section 2 (d) (Mich. 1933, Public Act 
No. 89, as amended by Act No. 205). The term is so defined as 
to apply to committees existing at the time of the passage of the 
act. It excludes therefrom a trustee under the trust indenture 
under which the bonds were originally Issued. The term " pro
tective committee agreement" ls intended to be drawn broadly 
enough to include any instrument by which committees secure 
power from security holders. In order to avoid the provisions of 
the Securities Act, which apply only in case of a sale of securities, 
many committees have ad.opted the device of securing powers of 
attorney rather than of issuing certificates of deposit. This defini
tion wm subject such committees to the provisions of section 17 
as proposed to be amended. 

Section 212: This section proposes to amend section 17 of the 
Securities Act. Section 17 was chosen because its provisions are 
left untouched by the proposed amendment to the Bankruptcy 
Act ( H.R. 5884) . 

This section adds three new subsections to section 17. Subsec
tion ( c) ( 1) requires of committees the filing of a statement with 
the Commission, which, as described by subsection (d), will corre
spond to a registration statement now required for nonexempt 
certificates of deposit. Paragraph (2) requires an undertaking of 
each committee to furnish monthly reports on its activities, to 
furnish supplemental lists of security holders solicited and copies 
ot plans and of amendments to agreements and plans later 
adopted. Paragraph (3) requires each committee to furnish the 
securit y holders it solicits copies of a summary of the statement 
required by paragraph ( 1), which will correspond to the prospectus 
provided for in section 10 for registered securities. Paragraph ( 4) 
authorizes the Commission to establish recommendations as to 
the terms of protective committee agreements and the composi
tion and membership qualifications of protective committees, and 
requires all literature and broadcasts of committees to contain 
statements that there is failure to conform to such recommenda
tions if such is the case. The subsection takes active effect after 
60 days. 

Subsection (d) describes the statement required under sub-
1Section (c). It is to contain information corresponding to that 
required in registration statements for certificates of deposit. 
The Commission is given the power to issue stop orders against 
the effectiveness of any statement, as in the case of registration 
stateCTents. A filing fee of $25 is charged. No statements are 
to be filed for the first 30 days after the subsection takes effect, 
so that the Commission may evolve machinery for handling the 
new requirements. 

Subsection ( e) provides exemptions which correspond, in gen
eral, to the following exemptions from registration provided in 
the act: Section 4 ( 1), second clause, exemption for nonpublic 
offerings; section 5 ( c )-or as proposed in the amendments here
tofore submitted, section 3 (a) (11)-exemption for local offer
ings; section 3 (a) (2) and (3), exemptions for governmental and 
bank securities, and for short-term obligations, here applied to 
protective committees acting for such securities; section 3 (b), 
exemptions for issues of less than $100,000, on conditions estab-
lished by the Commission. · 

Section 213: This amendment applies the present provisions 
of section 23 to the statements required under new subsection 
(c) (1) of section 17. 

Section 214: The proposed amendment to section 24 imposes 
criminal liability for violation of the new provislons, including 
misstatements in the required statements, lists, reports, or sum.-

manes, and :failures to carry out any agreements required by the 
new provisions. 

It ls to be noted that enforcement of the provisions of the new 
subsection is left to injunction, stop order, and criminal prosecu
tion. No civil liability attaches for any violation thereof. 

Mr. FLETCHER. I will state that the purpose of the 
amendment is to place under the jurisdiction of the Fed
eral Trade Commission, so far as the Securities Act goes, 
bondholders' committees or protective committees. Sena
tors know about them. I need not take the time of the 
Senate to tell about their operations. 

Where bonds are in default, protective committees or 
bondholders' committees are immediately formed, very often 
controlled by the people who issued or distributed the bonds. 
Such committees call for the bonds to be sent in to them, 
under the representation that they will look after the inter
ests of the bondholders. The bonds are sent in and the 
committees issue receipts or certificates of some kind against 
them, and are suppased to endeavor to realize upon the 
bonds and to take care of the interests of the bondholders. 

I have numbers of letters from all parts of the country, 
from people who have put up their bonds with these com
mittees, in which they say, " We cannot find out anything 
about our bonds. We understand that a receiver has been 
appointed, and that receivers' fees and lawyers' fees and 
other expenses are eating up everything, but we hear noth
ing as to any interest payments or prospects of realizing 
anything on the bonds." 

Of course, a bondholder may go into court, I take it, and 
compel an accounting, and reach an adjustment of some 
kind in that way; but that is too burdensome. It is prac
tically prohibitory, because a bondholder would have to pay 
out for lawyers' fees and expenses in procuring court action 
more than his bond would be worth; so that now the bond
holders are practically helpless. They are entirely in the 
hands of the committees; and I think there ought to be 
some requirement that such committees shall file with the 
Federal Trade Commission their agreements with the bond
holders, and shall be required to make reports there. 

The amendment is a rather long one to accomplish that 
purpose. I thought it might be shortened; but it is very 
specific and leaves nothing in doubt about what the Federal 
Trade Commission will do and what it will require of bond
holders' or protective committees. Of course, under the 
amendment the . functions of the Federal Trade Commission 
are transferred to the special commission. 

That is the whole proposition. I think there is need for 
this proposed legislation. 

Mr. BORAH. Mr. President, do I understand the Senator 
to say that in view of the fact that the functions of the 
Federal Trade Commission are transferred to the proposed 
special commission, such reports will be made to the special 
commission rather than to the Federal Trade Commission? 

Mr. FLETCHER. Yes; precisely. All the duties under 
the Securities Act will go to the new commission if the 
amendment shall be agreed to. 

Mr. BORAH. Then this amendment takes that function 
away from the Federal Trade Commission? 

Mr. FLETCHER. It puts it under the Securities Act, and 
the whole matter will now go to the new commission. 

Mr. BARKLEY. Mr. President, these reports are not now 
made to anybody. The amendment covers a situation which 
is not covered at present, so that it is part of the securities 
situation. 

Mr. FLETCHER. It is a new provision. 
Mr. BARKLEY. It will go to whatever commission is 

finally given jurisdiction. 
Mr. ROBINSON of Arkansas. Mr. President, if the result 

of the conference should be that the duties under this act 
should devolve upon the Federal Trade Commission, juris
diction would go to the Federal Trade Commission? 

Mr. FLETCHER. Yes. 
Mr. BORAH. The amendment, then. would simply send 

that question to conference? 
Mr. FLETCHER. Yes. 
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Mr. BONE. Mr. President. as I understand, the amend

ment simply creates the mechanism and !Ilachinery through 
which the committees would function. 

Mr. FLETCHER. Yes; it gives an additional duty to the 
Federal Trade Commission in connection with the Securities 
Act. 

Mr. BONE. The amendment adds nothing to the amend
ment. except the feature as to the machinery under which 
creditors and security holders can act::> 

Mr. FLETCHER. Yes. 
Mr. JOHNSON. Mr. President, may I ask the Senator 

from Flnrida whether the corporation that has now been 
created under the laws of Delawal"e and is now functioning 
in relation to defaulted bonds would be within the purview of 
this amendment? 

Mr. FLETCHER. I think the amendment does not affect 
that corporation at all. 

Mr . .JOHNSON. Why not? Why sh'Ould it not do t>o? 
Mr. FLETCHER. I really do not .know just what they 

are doing. We originally provided in the Securities Act for 
setting up some .control over foreign bonds; but that was 
never .carried out, as the Senator wm remember. The 
corporation referred to by the Senator was organized, but 
I do not know just what it is doing. Does the Senator mean 
whether they would be required-

Mr. JOHNSON. To do the acts which are required to be 
done by the so-called" pr.otective committees", and the like. 
under this amendment? 

Mr. FLETCHER. I sh-0uld think so. 
Mr. JOHNSON. I wanted to get of record a statement 

as to whether or not, in the opinion af the <!hairman .of the 
committee, that was the fact. 

Mr. FLETCHER. I think so. 
Mr. JOHNSON. The chairman of the committee will re

call that title II was annexed to the Securities Act for the 
formation of a public corporation. In the conference be
tween the two Houses there was inserted a sentence to the 
effect that title II should not become operative until it had 
been proclaimed by the President. The President has never 
proclaimed it. 

Mr. FLETCHER. That is my understanding. 
Mr. JOHNSON. In lieu of that, a private corporation 

was organized under the laws of the State of Delaware, and 
is now -0perating. That private corporation was designed 
to perform the fundion required under title II of the Securi
ties Act, and I was curious to know, as I glanced hastily 
through this amendment, whether, nnder the amendment, 
that private corporation, now acting for bondholders 
throughout the country, or endeavoring to do so, would 
continue to act. That is the opinion -0f the .chairman of 
the committee? 

Mr. FLETCHER. Yes. 
The PRESIDING OFFICER. The question is on agree

ing to the am-endment proposed by the Senator from 
Florida. 

The .amendment was agreed to. 
Mr. BYRNES. Mr. President, I have one or two amend

ments I desire to offer. I send the first amendment to the 
desk. 

The PRESIDING OFFICER. The clerk will state the 
amendment. 

The CHIEF CLERK. In section '30, it is propQsed to strike 
out the words "' in any material respect 11 'Wherever they 
appear and to insert in lieu thereof the w.ords " with respect 
to any material fa.et:" 

Mr. 'BYRNES. Mr. President, in explanation of the ne
cessity for that .amendment, let me say that 1 find that those 
words appear in one -or two plaoes in the measure other than 
the places where they W€re corrected by the amendment -of 
the SenatOT from Oregon and the amendment is to make 
the entire bill in accord with the action of the Senate with 
reference to those wards. 

The PRESIDING OFFICER. The question 1s on aoureeing 
to the amendment offered by the Senator from South 
Carolina. 

The amendment was agreed to. 

Mr. BYRNES. Mr. President. I send anot r amendment 
to the desk and ask that it be agreed to. 

The PRESIDING OFFICER. The clerk will state the 
amendment. 

The . LEGISLATIVE CLERK. On page 21, line 20, it is pro
posed. to strike out the words" party to the transaction." 

Mr. BYRNES. The necessity for this amendment lies in 
the fact that in drafting the bill there was a mistake m 
including the words "party to the transaction", which 
really is a limitation which was not intended by the com· 
mittee. 

The PRESIDING OFFICER. The question is on agreeing 
to the amendment. 

The amendment was a.greed to. 
Mr. BYRNES. Mr. President, I offer .another amendment. 
The PRESIDING OFFICER. The clerk will state the 

amendment. 
The LEGISLATIVE CLERK. On page 44, beginning with the 

comma in line 19, it is proposed to strike out down to the 
word "action" in.line 21, as follows: 
unless the controlliDg person acted ,in good faith and did not 
directly or indirectly induce the act or acts constituting the viola
tion or cause of action. 

Mr. BYRNES. Mr. President, that~ too, is a clarifying 
.amendment which it is necessary to adopt. 

The PRESIDING OFFICER. The question is -on agreeing 
to the amendment. 

The .amendment was agreed to. 
Mr. BYRNES. Mr. President. I send another amendment 

t.o the desk .and ask fur its adoption. 
The PRESIDING OFFICER. The clerk will state the 

amendment. 
The IlEGrBLll'IVE CLERK. It ls prnposed to insert at the end 

of the bill a new section, as follows: 
SEC. 215. Secti-0n 3 (a) (1-0) of the Securities Aet Qf 1933 is 

amended to read as follows: 
".(10) Any security which 1s issued in ~xchange for one -0r more 

bona fide outstanding securities, clai.ms. or property .in.terests, or 
partly in such exchange and partly 'f-or cash, where the conditions 
of such issuance a.nd £Xchange .(including the fees or remuneration 
chargeable directly or indirectly to the persons to whom it is pro
posed to issue .securities or to the issuer of such securities, in con
nection with the preparation or execution of the plan under which 
such securities are issued) are approved, after a hearing upon the 
fairness -of such conditions of which 'all persons to whom it 'is pro
posed to issue securities in sueh exchange shall be given reasonable 
notice and In which all such persons sha.11 be given an opportunity 
to appear, by any court, or by any official or agency of the United 
States, or by any State banking or insurance commission or similar 
authority." 

Mr. BYRNES. Mr. President. the members of the Federal 
Trade Commission, charged with the administration of the 
act, state that if the amendment of the Senator from 
Florida sh~ll be adopted 1lS to the bondholders' protective 
situation, which has been exp1ained by the Senator. it will 
be essential to adopt this amendment in order to correct 
language which would be inconsistent with the language of 
the existing law. It is wlely to clarify the situation that 
would arise as a result of the adoption of the amendment 
-of the Senator from Florida. 

The PRESIDING OFFICER. The question is on agreeing 
to the amendment. 

The amendment was agreed to. 
Mr. FLETCBER. Mr. President, .all the amendments now 

having _been agreed to, I .ask that the Senate proceed to the 
consideration of the bill (H.R. 9323) to provide for the regu
lation of securities exchanges and of over-the-counter mar
kets operating in interstate and foreign commerce and 
through the mails, to pi·event inequitable and unfair prac
tices nn such exchanges and marlrets, and for other purposes. 

The PRESIDING OFFICER. Is tnere objection? 
There being no objection, the Senate proceeded to consider 

the bill. 
Mr. FLETCHER. Mr. President, l move to .amend the bill 

now befo-re the Senate by stnlillig out all after the enacting 
clause and inserting in lieu thereof Senate bill 3420, which 
has been under consideration in the .Senate, as it has been 
amended. 
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Mr. BULKLEY. Mr. President, I suggest the absence of 

a quorum. 
The PRESIDING OFFICER. The clerk will call the roll. 
The legislative clerk called the roll, and the following 

Senators answered to their names: 
Adams Coolidge Hayden O'Mahoney 
Ashurst Couzens Hebert Overton 
Austin Dickinson Johnson Patterson 
Bachman Dill Kean Reynolds 
Bailey Duffy King Robinson, Ark. 
Bankhead Erickson La Follette Schall 
Barbour Fess Lewis Sheppard 
Barkley Fletcher Logan Steiwer 
Black Frazier Lonergan Stephens 
Bone George McCarran Thomas, Okla. 
Borah Gibson McGill Thomas, Utah 
Bulkley Glass McKellar Thompson 
Bulow Goldsborough McNary Tydings 
Byrd Gore Metcalf VandenberK 
Byrnes Hale Murphy Van Nuys 
Capper Harrison Neely Wagner 
Carey Hastings Norbeck Walcott 
Clark Hatch Norris Walsh 
Connally Hatfield Nye Wheeler 

The VICE PRESIDENT. Seventy-six Senators having 
answered to their names, there is a quorum present. 

The question is on agreeing to the amendment proposed 
by the Senator from Florida [Mr. FLETCHER], that all after 
the enacting clause of the House bill now before the Senate 
be stricken out, and that theJ;e be inserted in lieu thereof 
Senate bill 3420, as it has been amended in the· Senate. 

The amendment was agreed to. 
The VICE PRESIDENT. The question is on the engross

ment of the amendment and the third reading of the bill. 
The amendment was ordered to be engrossed, and the 

bill to be read a third time. 
The bill was read the third time. 
The VICE PRESIDENT. The question now is, Shall the 

bill pass? 
Mr. ROBINSON of Arkansas. I ask for the yeas and 

nays. 
The yeas and nays were ordered, and the legislative 

clerk proceeded to call the roll. 
Mr. COPELAND Cwhen his name was called). Upon this 

vote I have a pair with the junior Senator from Maine · [Mr. 
WHITE]. Not knowing how that Senator would vote, in his 
absence I withhould my vote. 

Mr. LA FOLLETTE <when Mr. CUTTING'S name was 
called) . I have been requested to announce the una void
able absence of the senior Senator from New Mexico [Mr. 
CUTTING]. If he were present, he would vote "yea." 

Mr. LOGAN <when his name was called). I have a gen
eral pair with the junior Senator from Pennsylvania [Mr. 
DAVISL Not knowing how he would vote, I make the same 
transfer as on the previous vote, and will vote. I vote "yea." 

Mr. McKELLAR <when his name was called). I have a 
general pair with the junior Senator from Delaware [Mr. 
TOWNSEND). I transfer that pair to the junior Senator 
from Illinois [Mr. DIETERICH], and will vote. I vote "yea." 

Mr. STEPHENS Cwhen his name was called). Making 
the same announcement as before regarding my pair with 
the senior Senator from Indiana [Mr. ROBINSON] and its 
transfer, I vote "yea." 

Mr. WALCOTT <when his name was called). I have a 
general pair with the junior Senator from California [Mr. 
McAnoo], who is detained from the Senate on account of 
illness. Not knowing how he would vote, I refrain from 
voting. If at liberty to vote, I should vote "nay." 

The roll call was concluded. 
Mr. LEWIS. I beg to reannounce the absence of certain 

Senators as announced on the previous roll call, and for 
the reasons given, to which I add that my colleague [Mr. 
DIETERICH], if present and voting, would vote "yea" on 
this roll call. 

I further wish to announce that if present and voting the 
Senator from New Hampshire [Mr. BRoWNl, the Senator 
from Arkansas [Mrs. CARAWAY], the Senator from California 
[Mr. McAnooJ, the Senator from Louisiana [Mr. LoNG], the 
Senator from Nevada [Mr. PITTMAN], the Senator from Idaho 
[Mr. PoPEl, the Senator from Georgia [Mr. RUSSELL], the 
Senator from South Carolina [Mr. SMITH], and the Senator 

from Florida [Mr. T1u.MMELL] would vote "yea." These 
Senators are necessarily detained from the Senate. 

Mr. ROBINSON of Arkansas (after having voted in the 
affirmative). Announcing my general pair with the senior 
Senator from Pennsylvania [Mr. REED], and making the 
same transfer as on the previous roll call, I will permit my 
vote to stand. 

Mr. NEELY. I am authorized to announce that the Sena
tor from Colorado [Mr. CosTIGANl is unavoidably absent. 
If he were present, he would, on this roll call, vote " yea." 

Mr. HEBERT. The Senator from New Hampshire [Mr. 
KEYES] is paired with his colleague from that State [Mr. 
BROWN]. I am advised that if the senior Senator from New 
Hampshire [Mr. KEYES] were present, he would vote" nay" 
on this question, and the junior Senator from New Hamp
shire [Mr. BROWN], if present, would vote" yea." 

I also desire to announce that the senior Senator from 
Pennsylvania [Mr. REED], the senior Senator from Indiana 
[Mr. ROBINSON], the junior Senator from Maine [Mr. 
WmTE], the senior Senator from New Hampshire [Mr. 
KEYES], the junior Senator from Pennsylvania [Mr. DAVIS], 
the junior Senator from Delaware [Mr. TOWNSEND], and 
the senior Senator from Minnesota [Mr. SHIPSTEAD] are 
necessarily absent. 

The result was announced-yeas 62, nays 13, as follows: 
YEAS-62 

Adams Coolidge La Follette Robinson, Ark. 
Ashurst Couzens Lewis Schall 
Bachman Dickinson Logan Sheppard 
Balley Dill Lonergan Steiwer 
Bankhead Duffy Mc Carran Stephens 
Barkley Erickson McGill Thomas, Okla. 
Black Fletcher McKellar Thomas, Utah 
Bone Frazier McNary Thompson 
Borah George Murphy Tydings 
Bulkley Gibson Neely Vandenberg 
Bulow Glass Norbeck Van Nuys 
Byrd Harrison Norris Wagner 
Byrnes Hatch Nye Walsh 
Capper Hayden O'Mahoney Wheeler 
Clark Johnson Overton 
Connally King Reynolds 

NAYS-13 
Austin Goldsborough Hastings Kean 
Barbour Gore Hatfield Metcalf 
Carey Hale Hebert Patterson 
Fess 

NOT VOTING-21 
Brown Dieterich 
Cara way Keyes 
Copeland Long 
Costigan McAdoo 
cutting Pittman 
Davis Pope 

So the bill was passed. 

Reed 
Robinson, Ind. 
Russell 
Shipstead 
Smith 
Townsend 

Trammell 
Walcott 
White 

The VICE PRESIDENT. Without objection, Senate bill 
3420 will be indefinitely postponed. 

Mr. SHIPSTEAD subsequently said: Mr. President, when 
the vote was taken on the securities bill I was unavoidably 
absent at the White House on official business, and could 
not return for the vote. I favor the bill, and if I had been 
here I should have voted for it. I should like to have the 
RECORD so show. 

Mr. FLETCHER. Mr. President, I ask unanimous consent 
to have printed in the CONGRESSIONAL RECORD a communi
cation from James M. Landis, Commissioner of the Federal 
Trade Commission, which bears on the so-called " Hastings 
amendment." It is a very instructive communication. 

There being no objection, the communication was ordered 
to be printed in the RECORD, as follows: 

FEDERAL TRADE COMMISSION, 
Washington, May 2, 1934. 

MY DEAR SENATOR FLETCHER: I have examined the bill intro
duced by Senator HASTINGS for the amendment of the Securities 
Act of 1933, Senate bill 3301, and am pleased to furnish you 
herewith certain comments on the provisions of that bill. The 
bill for the ' most part presents verbatim the amendments to the 
Securities Act proposed in a report of the special committee of 
the American Bar Association on amendments to the Securities 
Act of 1933, which was published last month after approval by 
the executive com.m.ittee of the American Bar Association. There
fore, in certain instances I shall discuss the bill in the light of · 
the comments upon its provisions contained in the foregoing 
report, and I shall also attempt to point out certain of the 
changes which have been made from the proposals contained in 
that report. 
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1. AMENDMENT TO SECTION 2 ( 11) 

The most important change which would be made by this 
amendment would effect a complete elimination from the status 
of an underwriter under the act of all persons who are what may 
be termed "the traditional type of underwriter", or, as the Bar 
Association report states: "Actual underwriters; that is, persons 
who agree to take up securities if the distribution to the public is 
a failure." It is probably true that in many cases such persons 
do not openly and actively promote the sale of an issue of securi
ties which they have underwritten. Nevertheless, they really are 
a vital cause of the distribution of an issue to the public, and, 
having assumed such responsibility, I do not believe that they 
should be permitted to escape legal liability for any dereliction 
from the responsibility which they so assume. Even though such 
underwriters may not openly and actively promote the sale of an 
underwritten issue, it is almost always to their interest to see that 
the issue is successfully marketed to the public and by indirect 
methods they frequently will attempt to promote the distribution 
of the issue. Even though such underwriters may not inten
tionally undertake any such promotion, the very fact that such a 
person which may be a prominent and responsible banking house 
has underwritten the issue will become an important factor in the 
public mind in the passing of judgment upon the merit of the 
security. Such underwriters, practically without exception, will 
undertake a careful examination of the terms and :tnerits of an 
issue before assuming the underwriting commitment. The in
vesting public knows this fact, and therefore the sale of the 
security is promoted by the mere indirect dissemination of 
knowledge of such underwriting. The present provisions of sec
tion 2 (11) of the act place underwriters of this type within the 
definition of underwriters under the act, and I believe that per
sons who frequently play such an important part in connection 
with the public distribution of a secmity should not be permitted 
to escape from all responsibility under the act. 

Certain of the provisions contained in the second sentence of 
the proposed amendment effect changes beyond the elimination 
of the traditional type of underwriter. Clause (a) contains lan
guage already in the act, except insofar as a very dangerous 
change has been made in the introduction to this sentence. The 
act now provides that the term" underwriter"" shall not include a 
person whose interest is limited to a commission '', etc. The pro
posed amendment would merely state: " a person shall not be 
deemed an underwriter by reason of • • * ." While the proper 
effect of these two forms of phraseology would probably be the 
same, there is a very grave possibility that the new language 
would not be as specifically limiting as the old. The danger would 
be eliminated if the new language read: "by reason only 
of * * *." 

The clause (b) in the second sentence simply states specifically 
what the Commission, by a regulation, has already interpreted 
clause (a) to include. 

Clause (c), together with the preceding elimination in the sec
tion to which I have referred, effects the change which would 
eliminate the old-fashioned type of underwriter from liability. I 
would also point out that it effects the impractical result of hav-

. ing the status of an underwriter depend ex post facto upon 
whether the underwriter may or may not sell any part of the 
commitment which he takes up within 6 months. 

Clause (d) simply states specifically what the Commission has 
consistently recognized to be a proper interpretation of the exist
ing provisions of section 2 ( 11) . 

Clause ( e) appears particularly dangerous. It ls entirely un
necessary unless the recommendation for the purchase, sale, or 
exchange of a security is made by a person who is purchasing 
from or selling for an issuer in connection with distribution; 
while in such case an underwriter certainly should not be al
lowed to escape from his responsibility by reason of lack of proof 
of his compensation. Under the proposed language it might very 
likely be argued that an underwriter purchasing and reselling at 
a profit to himself was not receiving " compensation." Also, if 
an underwriter should sell as agent for an issuer or for another 
underwriter, it might be urged that be was not an underwriter if 
be received no commission directly from the issuer or other 
underwriter, although he should receive payment for his activities 
by reason of a commission from other sources. 

2. AMENDM:ENT ADDING SECTION 3 (9) 

This proposed amendment is in accordance with an interpreta
tion which the Commission has already placed upon the existing 
language of section 4 (3) of the act, and to that extent ts unob
jectionable. Securities issued under the exemptions of the second 
clause of section 4 (1), however. should by no means be made 
exempted securities. To do so might give securities an exempt 
status by a transaction immediately preceding a public offering 
by one other than the issuer. 

3. AMENDMENTS TO SECTION 4 

The proposed amendment to section 4 (1) completely eliminates 
from the third clause thereof any duty of a dealer to furnish a 
prospectus in connection with the sale of a security within 1 year 
of its public offering. The trading activities of dealers, even 
though such persons are not to be classed as underwriters, are a 
very important factor in connection with the public distribution 
of a new security. It is indeed rare that an issue is sold directly 
to scattered investors either by the issuer or by an underwriter. 
Issuers and underwriters fully expect that a substantial part of the 
distribution of a new security will be carried out through the 
activities of dealers having no direct relation with them. Where 

a dealer undertakes to promote the distribution of a new issue, I 
believe that it is fully as important that he be required to furnish 
a prospectus conforming to the requirements of the Securities Act 
as it is that the issuer or an underwriter be required to furnish 
such a prospectus. I recognize that there has been some confusion 
and fear created by the present provision of the act which, in 
effect, requires that dealers must furnish a prospectus in connec
tion with transactions " within 1 year after the last date upon 
which the security was bona fide offered to the public." · Such a 
date might undoubtedly be practically impossible of ascertainment 
by particular dealers. I would, therefore, simply suggest a change 
in this provision so that the requirement relates to the first date 
upon which the security was offered. 

The amendment to section 4 (2) strikes out the last clause of 
the present provision which withdraws from the exemption 
afforded by the provision the solicitation of orders by brokers. It 
is urged in the comments upon this proposal in the bar associa· 
tion report that the provision "does not tie up with the other 
provisions of the act" and that it merely creates confusion be
cause of the fact that the act deals with sales of securities, whereas 
this provision would appear to restrict a principal-agent relation 
between a broker and his client. The act includes within the · 
definition of a "sale " in section 2 (3) a "solicitation of an offer 
to buy a security." I do not, therefore, believe that the provision 
ls inconsistent with the use of the term " sale " in the other pro
visions of the act, and I think it highly important that the act 
cover the activities of brokers who may be accomplishing the 
effective distribution of a new issue to the public. Brokers will~ 
of course, be dealers, and the requirement for the furnishing of a 
prospectus imposed upon them where they solicit market orders 
will apply only to the extent that such a requirement ts imposed 
upon dealers under section 4 ( 1) • 

The provisions for the amendment of section 4 (3) contained in 
the bill are substantially altered and less extensive than the 
proposali? which were m~e in the bar association report. The 
change m the first clause of this section consists essentially in 
restricting the general langua.ge which prohibits the payment of 
a commission or other remuneration " in connection with " an 
exchange, ·so that only a commission or other remuneration paid 
"for soliciting" an exchange is forbidden. This is in accordance 
with the interpretation which the Commission has consistently 
applied to the general language now in the act, and I believe that 
the clarifying change is desirable. I wish to point out, however, 
that the bill (perhaps inadvertently, since the omission does not 
appear in the bar association proposal) has omitted the phrase 
"directly or indirectly" from the limitation against payment of 
remuneration. This phrase should certainly be left standing. 

The second clause of section 4 (3) has been very materially 
changed by the proposed amendment. The change ts apparently 
intended to extend the exemption therein contained to cover 
transactions in connection with various forms of court reorgani
zations, rehabilitations, and readjustments of outstanding securi
ties, in addition to the issuance of securities under court super
vision in connection with corporate reorganizations, to which the 
clause is at present limited. I am in sympathy with the apparent 
object of this amendment, but I do not believe that it has been 
properly framed, and, in particular, I desire to point out that the 
proposed language would actually remove entirely the requirement 
for court supervision over the issuance or the terms of issuance of 
the new securities. The provisions of the bill simply require that 
court proceedings be in progress. In such case any securities 
including certificates of deposit issued by any protective com~ 
mittee, are made exempt if issued to security holders or creditors 
of the person which is, or the property of which ts, the subject 
of the court proceedings. The entire basis of the exemption of 
the second c~a~se of. section 4 (3) rests upon the assumption that 
court superv1s1on will be an adequate protection for investors in 
substitution for the registration requirements of the act. Such 
court supervision will, of course, afford protection only if the 
court actually supervises the terms of or the issuance of the 
securities. The proposed amendment contains no such requlre
ment. I wish also to point out that the specific addition of a 
provision concerning certificates of deposit ts unnecessary since 
the existing language of the act fully covers such securiti~s and 
has been so interpreted by the Commission. 

There is added a final clause to section 4 (3) which would 
exempt the issuance of securities pursuant to a plan of reorgani
zation or bona fide readjustment " promulgated prior to the enact
ment of this title." Such a provision is at most a clarifying addi
tion to section 3 (a) ( 1) of the act and, if placed anywhere, should 
be added to that section. The provision, however, is entirely 
unnecessary, as section 3 (a) (1) fully covers such securities and 
has consistently been so interpreted by the Commission. I would 
point out that the proposal made in the bill ts actually narrower 
than the exemption afforded by section 3 (a) (1), since the exemp
tion of this last clause which would be added to section 4 (3) 
would apply only to securities issued pursuant to a plan promul
gated prior to the enactment of the Securities Act of 1933, whereas 
section 3 (a) (1) covers any such securities under a plan promul· 
gated "within 60 days after the enactment" of the act. 

For your information I would point out that the bill has not 
included the proposal of the Bar Association report to add a new 
section 4 ( 4) to the act. 

4. AMENDMENTS TO SECTION 11 

The amendments to section 11 are substantial and are of two 
types. Certain of the amendments very materially modify and 
restrict the liability of various persons 1n connection with the 
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·registration statement. Others of the amendments are primarily 
of a clarifying character. 

Throughout section 11 several proposed changes would predicate 
liability only upon " an untrue statement of a material fact " and 
eliminate from the basis for liability the expression. "an omission 
to state a material fact required to be stated in the registration 
statement or necessary to make the statements therein not mis
leading." By the terms of the proposed section 11 (h) an untrue 

·statement is defined so that, in effect, the omission of a material 
fact necessary to make the facts stated not misleading is retained, 
by definition, as a basis for liability. The elimination of any civil 
liability for an omission to state a material fact required to be 
stated in the registration statement is, nevertheless, carried 
throughout this section and is not reinstated by the definition in 
section 11 (h). As a result, the change would leave any violation 
of the requirements of a registration statement in the nature of 
an omission solely for stop-order proceedings by the Commission 
or criminal prosecution under section 24 if the omission should 
be willful. As a result, the responsibility for compelling a full 
compliance with the requirements of the registration statement 
would be thrust entirely upon the Commission and the salutary 
threat of civil liability on account of an omission of required 
material facts would be lost. 

A change has been made in the opening par~araph of section 
11 (a) which was not contained in the bar association report, 
whereby the right of a purchaser of a security to sue is removed 
if such person " in the exercise of reasonable care would have 
known that such statement was untrue." The section as it now 
exists negatives the purchaser's r.ight of action . only if it is proved 
that at the time of acquisition of a security he knew of the 
existence of the untrue statement complained of. The additional 

. restriction on the right to sue proposed by the bill would open 
up a very large field for the defense of actions and I do not be
lieve that an investor should be subjected to a duty of exercising 
reasonable care to discover an untruth or omission.in the registra
tion statement. This might well mean that no action would be 
successful unless the p~chaser of the security had himself 
undertaken to investigate the accuracy of every statement made 
in a registration statement. 

A slight change is contained in section 11 (a) (4) which ap
pears to be purely clarifying, except insofar as it adopts the 
definition of an untrue statement proposed in section 11 (h). 

Section 11 (b) of the b111 is new. It contains the most im
portant change proposed and inserts a requirement of reliance 
upon the registration statement or the prospectus in order that 
a purchaser may recover under most circumstances. Section 11 
(b) ( 1) permits a suit against the issuer without the necessity 
of proving reliance if a security was purchased within 6 months 
after its sale by the issuer. Thereafter a suit against the issuer 
Will be successful only if the purchaser sustains the burden of 
proof of showing that he purchased the security in reliance on 
the registration statement or on a prospectus which contained the 

·untrue statement of a material fact which was co:p.tained in the 
registration statement. By section 11 (b) (2) the liablllty of 
underwriters is limited to persons who can sustain the burden of 
proving the purchase of a security from the underwriter sued or 
the purchase of a security in reliance upon a prospectus pub
lished over the name of the underwriter sued. Section 11 (b) (S) 
requires that the purchaser can successfully bring a suit against 
any persons other than the issuer or underwriters covered by 
section 11 (b) (2), Le., directors, officers, experts, and such other 
underwriters, if the purchaser sustains the burden of proving that 

·he purchased in reliance upon the registration statement or upon 
a prospectus containing an untrue statement contained in the 
registration statement. I do not believe that the requirement of 
reliance is consonant with the present-day methods of distributing 
securities in this country. 

While the proposed section 11 (b) ( 1) would make an issuer 
absolutely liable if a purchaser could sustain the burden of proof 
that he purchased a security within 6 months after its sale by, 
and the receipt of consideration therefor by, the issuer, that period 
is, in my opinion, entirely too short, even if any limitation is to 
be placed upon the period of absolute liabll1ty. It very frequently 
requires more than 6 months fully to distribute a new issue. 
Purchases made after that time from underwriters or dealers 
should certainly remain subject to absolute liability of the issuer 
where such purchases are in connection With a distribution. 

I am in sympathy with a part of the apparent object of the 
proposed section 11 (b) (2), insofar as it is directed to restricting 
the liability of an underwriter to that part of an issue under
written by him. I do not, however, believe that this object should 
be attained upon the basis of a requirement of reliance. A limita
tion of liability may be accomplished otherwise, and the require
ment of reliance, especially with the burden of proof upon the 
purchaser, will place altogether too hopeless a burden upon any 
attempt at recovery by the purchaser of a security. · 

The proposed section 11 (b) (3) imposes the requirement of 
proof of reliance upon the plaintitI wherever he attempts to hold 
a responsible person, such as a. director, officer, or expert, who 

·may have c~used to be put into circulation a. statement viola.ting 
the requirements of the act. There is no real justification tor 
imposing this added burden upon a plainti.fr, suing such persons 

·as against a suit against an issuer or an underwriter from whom 
the plaintiff purchased a security, and the only practical object 
of the provision is to relieve responsible persons of the major 
possibility of a successful action against them. , 

The proposed new section 11 ( c) , which · 1s the' present section 
11 (b) o! the act, contains only changes with respect; to~ definl· 

tion of a.n untrue statement and eliminating an omission to state 
a required material fact as a basis for liablllty. With regard to 
these changes, my previous comments are applicable, and I can
not agree that such changes are desirable. 

The present _section 11 (c) of the act is eliminated by the 
proposed amendment. The present section 11 ( c) fixes as the 
standard of reasonableness the standard required of a person 
occupying "a fiduciary relationship." This definition has appar
ently created considerable consternation, and I would be agreeable 
to a change which would state the meaning of a fiduciary rela
tionship in commonly accepted legal terminology. I do not, how
ever, believe that a definition of the standard of reasonableness as 
a fiduciary standard should be omitted from this section of the 
act. 

The proposed section 11 (d) attempts to define what constitutes 
a reasonable investigation within the requirements of section 11. 
For the most part I think that this proposed sect.ion contains a 
superfluous reiteration of the standard of reasonableness under 
particular circumstances and to such extent it is objectionable 
only in the sense of being unnecessary. I believe, however, that 
the definition also goes too far in permitting responsibility for 
investigations to be passed on entirely to other persons than the 
person who might be the defendant to an action. This section 
has not expressed the fiduciary character of the standard of rea
sonableness which the act should contain. 

The present section 11 (d) of the act has been omitted. As a 
result o! this omission an underwriter becoming such after a regis· 
tration statement ls effective wUl assume no responsibility for the 
accuracy of the registration statement at the time he commences 
distribution of the securities registered hereunder. 

Under the amendments to section 11 ( e), an action for rescission 
is limited to suits against the issuer or against an underwriter 
from whom the plainti.fr may have purchased. Against all other 
persons only damages may be recovered. I should not object to 
the elimination from the act of a statutory cause of action for 
rescisslon, and would be content to leave rescission actions to the 
principles of the common law and of equity. 

The amendment to section 11 (f) · removes any right of contri
bution from an issuer and any persons controlling the issuer and 
liable under section 15 of the act.- It also makes the issuer abso· 
lutely liable to any persons against whom a recovery may be had 
under the act unless such person was guilty of "fraudulent mis
representation." I do not consider these changes desirable. · 

The proposed section 11 (g) contains an express statement of 
the basis for damages which I belleve ls unobjectionable. -

The proposed section 11 (h) .contains a definition of "an un
true statement " and a definition of " a material fact." As I have 
previously pointed out, I believe that the definition of an untrue 
statement ts little di1ferent from that which would result from 
the present language of the a.ct, which pred1cates liablllty upon· 
an untrue statement or an omisslon to state a material fact neces· 
sary to make the statements made not misleading. I do noi 
think that the definition of a material fact is at all satisfactory. 
since it defines the word " material " in its own terms. 

5. AMENDllilENTS TO SECTION 12 

The amendment to section 12 ( 1) of the act inserts the word 
.. Willfully." I do not at a.11 believe that civil liabilities result· 
1ng from a violation of the a.ct should be limited to cases where 
willfulness can be proved. Innocent misrepresentations are a 
well-recognized ground for actions of· rescission at common law, 
and to provide that a violation of the act shall carry similar 
civil liabllity ts entirely reasonable and most essential for the 
protection of investors. 

By an amendment at the opening of section 12 (2), the bill 
would insert a limitation upon llablllty so that only a person 
sell1ng for his own account would be liable for misrepresenta
tions. A person selling as agent for another would incur no lia
bility if he disclosed his agency. This would entirely remove all 
responsibllity for misrepresentations from the very person making 
the misrepresentation in probably the great majority of instances. 

The proposed new section 12 (2) would remove the meaning 
of a misrepresentation as described in the act and insert the 
meaning of an "untrue statement" as defined in the proposed 
section 11 (h). A requirement of reliance is :further inserted in 
the section. The section also limits damages to those "caused by 
such violation or by such untruth." I do not believe that the 
element of causation to be added changes the meaning of the 
present section. There is added to section 12 a final sentence 
which specifically llm.1ts damages to the amount by which the 
consideration paid by the person suing 1s greater than the con
sideration received by the person suing. This is probably in
tended to express the ordinary rule of damages which would be 
applied by a court and to eliminate punitive damages, but I 
think the definition would be extremely dangerous, since it might 
be subject to the interpretation that payment of a price no 
greater than the current market value of a security at the time 
of a purchase would give rise to no damages. 

6. AMENDMENTS TO SECTION 13 

The proposed new section 13 reduces the period of limitation 
upon an action after discovery of an untrue statement or omis
sion from 2 years to 6 months and reduces the period of limita
tion for the bringing of any action from 10 years to 6 years. I 
think the 6 months period after d1scovery, and particularly 
" after such discovery should have been made by the exercise of 
reasonable dfilgence " is entirely too short, when it must be recog
Dized that a security issue mlght be distril>uted widely over the 
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'country and actual knowledge of the discovery of a misrepresen
tation might be very slow to be disseminated. For the ordinary 
investor, also, the institution of suit within 6 months would be 
a very serious requirement. I do not believe that a 10-year gen
eral limitation is unnecessarily long in the light of the periods 
of limitation for actions of various types generally in force ·under 
the laws of the several States. · 

'1. AMENDMENT TO SECTION 15 

According to the Bar Association report, the proposed changes 
which are made in section 15 are intended to make that section 
applicable only to prevent the use of dummies in order to evade 
liability. I am wholly in sympathy with this object, but I do not 
believe that the proposed changes are well framed for this pur
pose alone. The changes proposed might very likely be inter
preted so narrowly as to make it almost impossible to establish 
liability by a controlling person. 

8, AMENDMENT TO SECTION 17 

. In the opening clause of section 17 (a) tlie bill adds the words 
"willful and with intent to deceive." The insertion of the word 
" willful " is superfluous, since this section creates crim.inal lia
bilities, and sect ion 24 of the act requires that criminal liability 
shall be predicated only upon a willful violation . . · The phrase 
"with intent to deceive" is probably no more than reiterative of 
the requirements of subsections 1, 2, and 3, but I believe it un
wise insofar as it might impose any limitation upon liability 
extending further than the present language of the section. 

Section 17 (b) is changed by making it apply only to a notice 
which " does not " offer a security for sale instead of a notice 
" not purporting to " offer a security for sale. The change 1s 
probably not one of substance, but I believe that it offers a risk 
of a narrowing of the requirements of the section. The conclud
ing clause of section 17 (b) has been changed so as to om.it 
entirely any requirement for disclosure of the amount of any con
sideration received for the description of a security. _ It also om.its 
a requirement of full disclosure. Both of these requirements in 
the present section are most vital, and their purpose is obvious. 
. A change which has been made in section 17, with.out any ref
erence thereto in the Bar Association report, and which is ex
tremely important and most undesirable, consists of the complete 
elimination of the present section 17 (c). Under section 17 (c) 
the exemptions of section 3 of the act do not apply to the pro
visions of section 17 (a) and 17 (b). Therefore, transactfons 
With respect to securities which are designated as ~· exempted 
securities " under the act, are subject to these criminal liability 
provisions. I do not believe that any policies sustaining the 
exemptions of section 3 of the act can extend to exempting from 
liability willful wrongdoing of the character defined in section 17. 

9, AMENDMENT TO SECTION 22 (A) 

The proposed new section 22 (a) eliminates the concurrent 
Jurisdiction of State and Territorial courts "for the enforcement 
of the Securities Act. The frequent inaccessibility, burdensome 
procedure and added expense of Federal court proceedings, as 
against State court proceedings, makes this change undesirable. 

10. AMENDMENT TO SECTION 24. 

The proposed section 24 of the bill has omitted between the 
word " willfully " and the word " makes " in line 17 the phrase 
"in a registration statement filed under this title." This omis
sion is not suggested in the Bar Association Report and 1s prob
ably inadvertent, since it makes the following language meaning
less. Assuming the reinsertion of this phrase, the only change 
1p the section is the omission of the phrase, " necessary to make 
the statements t herein not misleading." Thus, the definition of 
an untrue statement is referred back to the new section 11 (h). 
In addition, as I have pointed out under section 11, the criminal 
penalties imposed by section 24 remain as the ollly penalties, aside 
from stop-order proceedings, for an omission to state a material 
!act required to be stated in a registration statement. 

11, NEW SECTION 24. (8.) 

This provision is entirely inequitable, I believe, since it provides 
!or compensatory damages only on behalf of a defendant where 
a pla1nt11f ls unsuccessful. I would be inclined to favor a pro
vision for compensatory damages 1f it should work equally in 
proper cases in the discretion of a court in favor of either a 
successful plaintifi' or a successful defendant. 

Sincerely yours, 
J. M. LANDIS. 

Bon. DuNcAN U. F'LETcHER, 
Chairman Senate Banking and Currency Committee, 

Washington, D.C. 

GENERAL LA FAYETTE MEMORIAL DAY 

Mr. LONERGAN. Mr. President, I ask unanimous con
sent for the present consideration of House Joint Resolu
tion 317, requesting the President of the United States of 
America to proclaim May 20, 1934, General La Fayette Me
morial Day for the observance and commemoration of the 
one hundredth anniversary of the death of General 
La Fayette. 

The VICE PRESIDENT. Is there objection to the pres
ent consideration of the joint resolution? 

LXXVIII-550 

There being no objection, the Senate proceeded to con
sider the joint resolution, which was ordered to a third read
ing, read the third time, and passed, as follows: 

Resolved., etc., That the President of the United States is au
thorized and requested to issue a proclamation calling upon 
otnc1als of the Government to d1splay the :tlag of the United States 
on all governmental buildings on May 20, 1934, and inviting the 
people of the 'United States to observe the day in schools and 
churches, or other suitable places, with appropriate ceremonies in 
commemoration of the death of General La Fayette. 

LOANS BY FEDERAL RESERVE BANKS TO INDUSTRIES 

Mr. ROBINSON of Arkansas. Mr. President, in my judg
ment only a few more minutes will be required to dispose of 
the business which it is my purpose to bring to the attention 
of the Senate today. I move that the Senate proceed to 
the consideration of Order of Business 901, Senate bill 3487, 
relating to direct loans for industrial purposes by Federal 
Reserve banks, and for other purposes. 

The VICE PRESIDENT. The question is on the motion 
of the Senator from Arkansas. 

The motion was agreed to; and the Senate proceeded to 
consider the bill <S. 3487) relating to direct loans for indus
trial purposes by Federal Reserve banks, and for other 
purposes. 

Mr. ROBINSON of Arkansas obtained the floor. . ~ 
Mr. BARKLEY. Mr. President, will the Senator yield? 
Mr. ROBINSON of Arkansas. I yield. 
Mr. BARKLEY. I offer an amendment to the bill, which 

I understand the Senator from Virginia [Mr. GLASS] is 
willing to accept. 

The VICE PRESIDENT. There is an amendment pending 
at the present time. The Chair understands the . parlia
mentary situation to be as follows: The banking bill <S. 3487) 
is now the pending business; and the amendment offered by 
the Senator from Oklahoma [Mr. 'I'HoMA.Sl, known as the 
" silver amendment ", is the pend.iiig question. 

Mr. ROBINSON of Arkansas. Mr. President, the situation 
is that the amendment of the Senator from Oklahoma in 
the nature of a substitute for the amendment of the Sena
tor from Louisiana [Mr. LoNGl is the pending question. 

The VICE PRESIDENT. That is the parliamentary situ
ation, as understood by the Chair. The amendment offered 
by the Senator from Kentucky [Mr. BARKLEY], therefore, 
could not be considered at this time. 

Mr. BARKLEY. I have no desire to offer my amendment 
until the other matters shall have been disposed of. 

Mr. THOMAS of Oklahoma. Mr. President, when this bill 
was before the Senate on a previous occasion the senior 
Senator from Louisiana [Mr. LoNG] offered an amendment. 
To that amendment I offered a substitute. The amendment 
and the substitute dealt with silver. Since -that time there 
have been several conferences between Senators interested 
in the silver and money questions and responsible Govern- . 
ment officials in Washington. While no agreement in detail 
has been reached, yet I feel that an agreement has been 
reached in principle, and because we have an agreement in 
principle, as I understand and verily believe, and with an 
understanding that at a later date it will be agreeable to the 
leaders of the Senate to call up for consideration House bill 
7581, being the Dies bill, at which time, if an agreement shall 
have been reached with the Treasury Department, it will be 
the plan to offer the agreement that may be reached as a 
substitute for the text of the Dies bill-with that under
standing, and reserving the right to reoff er the amendment 
to some other bill, if no agreement shall be reached, I desire 
at this time to withdraw my amendment in the nature of a 
substitute. 

The VICE PRESIDENT. Is there objection? The Chair 
hears none, and the amendment is withdrawn. 

Mr. THOMAS of Oklahoma. Mr. President, I sent a tele
gram to the senior Senator from Louisiana [Mr. LONG], 
inasmuch as he offered the amendment proposing to incor
porate part 2 to the pending bill. I have no reply from the 
senior Senator from Lotlisiana,- but I think I know of his 
intere.st. and I think that if he were here he would agree to 
the suggestion which I will make, and that is that this 
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agreement, as I have stated it, be the understanding of the 
Senate; that, if the agreement shall be reached, at an oppor
tune time we will have a chance to call up the Dies bill and 
consider it, and if no agreement shall be reached at some 
time before the session closes, the amendment will be 
offered to some other bill to which it will be germane. With 
that understanding, I am going to ask unanimous consent 
to withdraw, in the name of the Senator from Louisiana, 
the substitute or amendment otf ered by him. 

The VICE PRESIDENT. Is there objection? The Chair 
hears none, and the amendment is withdrawn. 

Mr. BARKLEY. Mr. President, I offer an amendment. 
The VICE PRESIDENT. The amendment will be stated. 
The CHIEF CLERK. At the end of the bill it is proposed to 

add the following: 
That the Reconstruction Finance Corporatio;n Act, as amended 

(U.S.C., supp. VII, title 15, ch. 14), is amended by inserting 
before section 6 thereof the following new section: 

"SEC. 5d. For the purpose of maintaining and increasing the 
employment of labor, when credit at prevailing bank rates for 
the character of loan applied for is not otherwise available at 
banks or at the Federal Reserve bank of the district in which the 
applicant is located, the Corporation is authorized and empowered 
to make loans to any industrial or commercial business estab
lished prior to January l, 1935. Such loans shall in the opinion 
of the board of directors of the Corporation b~dequately secured, 
may be made directly, in cooperation with banks or other lending 
institutions, or by the purchase of participations, shall have 
maturities not to exceed 5 years, shall be made only when deemed 
to offer reasonable assurance of continued or increased employ
ment of labor, shall be made only when, in the opinion of the 
board of directors of the Corporation, the borrower is solvent, 
shall not exceed $250,000,000 in aggregate amount at any one 
time outstanding, and shall be subject to such terms, conditions, 
and restrictions as the board of directors of the Corporation may 
determine. The aggregate amount -Of loans to any one borrower 
under this section shall not exceed $1,000,000. 

" The power to make loans given herein shall terminate on 
January 31, 1935, or on such earlier date as the President shall 
by proclamation tix; but no provision of law terminating any of 
the functions of the Corporation shall be construed to prohibit 
disbursement of funds on loans and commitments, or agreements 
to make loans, made under this section prior to January 31, 1935, 
or such earlier date." 

Mr. BARKLEY. Mr. President, this amendment is the 
language of a bill unanimously reported by the Committee 
on Banking and Currency; which the Senator from Virginia, 
I think, is prepared to accept. 

Mr. GLASS. Mr. President, the bill having been reported 
unanimously, as the Senator from Kentucky has stated, I 
feel justified in accepting the amendment. 

The VICE PRESIDENT. The question is on agreeing to 
the amendment offered by the Senator from Kentucky [Mr. 
BARKLEY]. 

The amendment wa.s agreed to. 
Mr. BONE. Mr. President, I offer an amendment to the 

pending bill. I may say that I desire to off er the amendment 
not in the form in which it is printed but to off er that part 

· of it down to and including line 4 on page 2, omitting the 
last two lines on the second page. 

The VICE PRESIDENT. The amendment will be stated. 
The CHIEF CLERK. It is proposed, on page 1, line 6, to 

strike out · " In exceptional circumstances " and insert in 
lieu thereof" For the purpose of maintaining and increasing 
the employment of labor." 

On page 2, lines 3 and 4, to strike out " for the purpose 
of providing it with working capital"; and in line 6, be
fore the period, to insert a comma and the following: 
"for the following purposes: To provide it with funds for work
ing capital, for reducing and re.financing outstanding indebtedness 
1! such refinancing is concurrent with a substantial Write-down of 
such outstanding indebtedness, for rehabilitating and making 
improvements to plants, for reopening plants not in operation on 
the date this section takes effect, and for new buildings and new 
machinery.'' 

Mr. BONE. Mr. President, I will occupy but very little 
time on this amendment. For some reason, which probably 
seems best to them, the R.F.C. Board has adopted a set of 
rules which have made it difficult, if not impossible, for that 
body to provide adequate financing for industrial plants. 
The section of country from which I come is notoriously 
undercapitalized. I have examined the record of the R.F.C .• 
and the number of loans made to industries is, I may say, 

regrettably small, and their amolln.t is likewise small. I 
found a statement in the New York Times of April 20 in 
which Mr. Jones said that the R.F.C. was doing everything 
in its power to expend loans to industry made through com
munity mortgage-loan companies which groups of industries 
form. 

He said: 
One hundred and fourteen loans, aggregating $11, 786,250, had 

been authorized; but of this little had been disbursed. 

Unless there be a broadening of the policy of the R.F.C .. 
or the rules under which the Federal Reserve banks are per
mitted to make loans are relaxed, there is little or no hope 
for private industries in the West receiving loans of the 
character to which they seem clearly entitled and which, I 
believe, they must have if they are to have any real relief. 

I submitted a copy of this amendment to the Senator 
from Virginia a short time ago, but I do not know whether 
he has had time to examine it. 

I did not have time to read the amendment of the Senator 
from Kentucky [Mr. BARKLEY], which was just submitted 
and which was adopted, and I am not certain whether that 
amendment covers the grounq I have attempted to cover by 
my amendment. If it does, I shall be very happy. I should 
like to have the Senator from Kentucky advise me as to that. 

Mr. BARKLEY. Mr. President, the amendment which I 
suggested, and which was adopted, authorizes the Recon
struction Finance Corporation to make loans to industries 
where they are unable to obtain them under the provisions 
of the Glass bill as it was originally reported by the com
mittee. In other words, it makes it necessary for any in
dustry seeking direct loans from the Reconstruction Finance 
Corporaition for working capital or for purposes contem
plated in the amendment, which is the same as the bill 
reported a few days ago from the committee, to show that 
they have made every effort to obtain credit from member 
banks or from the Federal Reserve banks, as provided in 
the bill of the Senator from Virginia [Mr. GLASS], and in 
the case of making such showing the Reconstruction Fi
nance Corporation is authorized to make direct loans to the 
industry. · 

Mr. BONE. I should like to make a further statement 
before I take my seat. It is an expression of opinion, but 
I find a great many people in public life agree with this 
viewpoint. I think the Government might be more helpful 
in this crisis if it was willing to accept a 10- or even a 20-
percent loss in the case of loans made to industry in an 
attempt to spiral upward the industrial trend, than to 
refuse such loans while it is pouring out millions and hun
dreds of millions of dollars in C.W.A. work from which it 
gets no return at all. I want the relief work to continue 
until its necessity disappears, but I also want to see the 
rule relaxed either with respect to the Federal Reserve banks 
or the R.F.C. and have Uncle Sam take at least some little 
chance of getting back 75 to 100 percent of his money. 
Under the present set-up very little relief is given to cer
tain industries which I think are clearly entitled to such 
loans. 

Mr. LEWIS. Mr. President, I wish to withdraw an 
amendment, and to state why I do so, with the indulgence 
of the able Senator from Virginia [Mr. GLASS], in charge of 
the bill, and the distinguished Senator from Kentucky [Mr. 
BARKLEY], who has just tendered an amendment which has 
been adopted. I find that an amendment proposed by myself, 
which I was anxious to press, and which had for its object 
a provision that would take care of the prospective needs of 
the Chicago school teachers as an organization of commerce 
and business based on real-estate ownership, which, under 
the law, is allowed, has been covered by the thoughtfulness 
as well as the agreement of the eminent members of the 
committee. I wish to say that I accept the amendment as 
tendered, and the proposition also presented by the Senator 
from Virginia and the Senator from Kentucky, and beg to 
withdraw the amendment I had proposed touching this sub
ject on the gkound that it is now unnecessary. 

The VICE PRESIDENT. The Senator from Illinois with
draws his amendment. 

I • 



• 
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Mr. GLASS. Mr. President, I could wish that the Senator 

.from Washington [Mr. BONE] would also withdraw his 
amendment and let us pass this bill, in response to the very 
urgent appeals from all over the country. This bill em
barks the Federal Reserve System upon an entirely new and 
experimental form of loans. Under the existing system, the 
discounting bank at the Federal Reserve bank has to assume 
100-percent responsibility. Now we are proposin_g to make 
a different kind of loan, and we require the financial insti
tution obtaining the accommodation directly from the Fed
eral Reserve bank, instead of from the member bank, to 
assume at least 20 percent of the loss, or in lieu thereof to 
put up 20 percent of the fund sought. It seems to me, as it 
seemed to the committee unanimously, that that was a very 
reasonable requirement, and I hope the Senator from 
Washington--

Mr. BONE. Mr. President, will the Senator yield? 
Mr. GLASS. Yes. 
Mr, BONE. May I invite the attention of the Senator 

from Virginia to the fact that I struck out the last two lines 
in the amendment. offered by i:;ne which left in the 20-percent 
provision. I felt if the amendment was to be offered that 
that provision should be presented separately. 

Mr. GLASS. I had not noted that, but the real purpose 
of this bill is similar to that of the Senator's amendment. 
It ought only to apply in exceptional circumstances. Where 
there is a proposed borrowing for a going industry in order 
to retain employment of those engaged in the industry and 
in order to increase employment by the expansion of indus
try, where they cannot get credit accomodations at current 
bank rates, then they may borrow directly from the Federal 
Reserve banks. I think the bill ought to be safeguarded in 
some particulars. The committee thought so too and re
ported the two bills unanimously. I hope they may be 
passed. I hope, therefore, that the amendment offered by 
the Senator from Washington may either be withdrawn or 
rejected. 

The VICE PRESIDENT. The question is on agreeing to 
the amendment of the Senator from Washington. 

The amendment was rejected. 
Mr. VANDENBERG. Mr. President, since the amend-

. ment of the $enator from Kentucky [Mr. BARKLEY] just 
adopted undoubtedly withdraws from the Senate all imme
diate opportunity to consider use of the Reconstruction 
Finance Corporation facilities for the further and extended 
advantage of the American people, I have no alternative 
but to offer at this point an amendment which I contem
plated offering to the second bill which the Senator from 
Kentucky has attached to the Glass bill as an amendment. 
None of us knew until 10 minutes ago that this second bill 
would be disposed of in this quick fashion, and in this sum
mary way this afternoon. 

It seems to me it would be exceedingly unfortunate if this 
session of Congress were to be concluded without effective 
additional consideration of legitimate-depositor relief in 
respect to closed banks. I am not talking about the so
called " McLeod bill " which remains in the House, because 
it seems probable that this bill may not reach the Senate 
at this session. 

I am talking about some such measure as that which was 
submitted by the Senator from New York [Mr. COPELAND] 
a few days ago, and I am talking about the proposal with 
reference to which I have been in consultation with the 
Treasury and officers of the Reconstruction Finance Cor
poration during the last week. Unfortunately, the matter 
now comes to an issue here in the Senate before I can have 
conclusive reports from the Treasury and the Reconstruction 
Finance Corporat ion, and I have no alternative except to 
offer, in cooperation with the senior Senator from New York 
[Mr. COPELAND], and in our joint behalf the amendment 
which I now tender. I submit a proposal which will release 
heavy additional liquidating dividends to depositors, and 
yet it Vvill not risk the public credit in respect to prospective 
loss. 

The amendment is a very simple matter. It proceeds 
upon the theory that the Reconstruction Finance Corpora-

tion should be d1rected to lend to receivers of banks and 
kindred liquidating offices the full appraisal value of the 
as.sets which are held by the Reconstruction Finance Cor
poration behind those loans. It proceeds upon the theory 
that the Government has not discharged its full obligation 
to the bank depositors of this country until it has exhausted 
every rational recourse to recoup these depositors who 
trusted these banks and the Government's persistent war
rant as to their solvency. It asks recognition for these 
depositors' rights. 

At the present time the Reconstruction Finance Corpora
tion is lending only from 60 to 75 percent of the values in 
this collateral behind these bank liquidation loans. The 
appraisals were made in the main a year ago. They should 
be remade. The appraisals are utterly conservative. The 
margin of safety is wider than necessary and the rates of 
interest on these loans are indefensively high. The margin 
of safety which would be left even if the Reconstruction 
Finance Corporation were directed to make loans at the rate 
of 100 percent of the liquidating value of the assets behind 
the loans as I suggest would still be ample. The margin of 
safety would be covered by the prospective recovery values 
of the future plus the stockholders' liability and plus the 
judgment of the Reconstruction Finance Corporation in re
spect to the appraisals. We owe the bank depositors of the 
country this minimum consideration at the very least. This 
is not a radical plan. It is absolutely sound. It is just. It 
is the discharge of a public obligation. It is currency expan
sion of the most direct and practical sort. 

Mr. President, I am offering the amendme.nt in behalf of 
the senior Senator from New York [Mr:--'CoPELAND] and 
myself. I send the amendment to the desk. 

The VICE PRESIDENT. The amendment will be stated. 
The CHIEF CLERK. It is proposed to add a new section to 

the bill, as follows: 
That the Reconstruction Finance Corporation Act is hereby 

amended by adding at the end of paragraph 1 of section 5 the 
following sentence: 

"Notwithstanding any other provisions of law with respect to 
all loans as aforesaid to receivers or liquidating agents for banks 
and savings banks that are closed . or in process of liquidation, 
the Corporation shall loan 100 percent of the fair estimated liqui
dating value of the assets tendered as security for such loans, 
and shall charge interest thereon at a rate not to exceed 3 per .. 
cent per annum." 

The VICE PRESIDENT. The question is on agreeing to 
the amendment offered by the Senator from Michigan. 

Mr. BARKLEY. Mr. President, I merely want to say that 
this is a proposal which the Committee on Banking and 
Currency has had no opportunity to consider. No one knows 
what the effect would be on the Treasury o,.r upon the funds 
of the Reconstruction Finance Corporation; and· certainly it 
ought not to be adopted. 

Mr. VANDENBERG. Mr. President, will the Senatw: 
yield? 
. Mr. BARKLEY. I yield. 

Mr. VANDENBERG. I did not hear the Senator object 
to the consideration of the amendment of the Senator from · 
Florida [Mr. FLETCHER] to the Securities Act on the theory 
that the committee had not had an opportunity to con
sider it. 

?Yfr. BARKLEY. That would not have been true if I had 
made that observation, because the committee did consider 
it very carefully and in detail. 

Mr. VANDENBERG. The committee also has had de
positor-relief legislation before it for 3 months and has 
given it no consideration. There is ·not much time left. 
We cannot wait indefinitely for committee action. De
positors themselves already have waited too long. They 
deserve at least the fullest possible and immediate use of 
the maximum value of the assets which represent their 
deposits. If we wait for the committee, I fear we shall 
wait in vain .. 

Mr. BARKLEY. We have given consideration to urgent 
legislation through conferences with the Chairman of the 
Federal Reserve Board and the Chairman of the Recon
struction Finance Corporation. For many weeks there has 
been pending in the other body of the Congress a bill, in-
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troduced by a Member of that body from the Senator's 
State, whicb has reeeiv.ed wide publicity. No action has 
been taken upon it. Certainly it is not quite in keeping 
with the proper deliberation of matters of legislation of 
this kind to bring an amendment before the Senate which 
has never been considered by the committee or reported on 
by any official of the Treasury or other department of the 
Government and which requires a 100-percent loan upon 
the assets of closed banks. I think the amendment cer
tainly ought to be rejected. 

Mr. VANDENBERG. Would the Senator object to tak
ing the amendment to conference for consideration with 
those officials? 

Mr. BARKLEY. Yes; I object to it's being adopted for 
any purpose. I do not think it ought to be adopted with
out the effect of it being known. 

Mr. VANDENBERG. The Senator understands he has 
misstated, though I am sme inadventently, the purport of 
the amendment. It is not a 100-percent loan against the 
assets of the closed banks. It is a 100-percent loan against 
the Reconstruction Finance Corporation's own appraisal of 
what the assets may be worth. Could this challenge in 
behalf of bank depositors be reduced to more modest terms? 

Mr. BARKLEY. I did not intimate it was 100 percent of 
the face value of the assets. 

Mr. COPELAND. Mr. President, one who has had any 
experience in connection with the reopening of closed banks, 
as many Senators have had, must realize that the bard and 
fast rules which prevail in realizing on assets of closed 
banks have interfered seriously with the reopening of the 
banks and the restoration of business. What I have in mind 
is the experience I have had many times during the past 
year in my State where those of us who have been familiar 
with the locality and with the individuals who have made 
loans in the banks and with the assets back of them, have 
been convinced that in many instances those assets in the 
long run are worth 100 cents on the dollar. They have not 
been so treated by the RecolilStruction Finance Corporation 
or by the Treasury. 

I believe that the wording of the amendment, which was 
prepared by the Senator from Michigan who has courte
ously included my name in the authorship, is a perfectly 
safe one. It provides merely that "the corporation shall 
loan 100 percent of the fair estimated liquidating value of 
the assets tendered as security." It is not proposed to take 
" cats and dogs .,, and lend money on them. It is simply a 
question of taking assets which in all human probability 
are worth 100 cents on the dollar, but which have not been 
so treated by the operation of the laws as applied in the 
past. . 

I think the committee might well consider taking the 
amendment. to conference, because it is in the interest of 
humanity, in the interest of the stockholders of the banks, 
in the interest of the various communities which have suf
fered because of a deprivation of banking facilities. I hope 
the committee may be willing to take the matter to con
ference to see if some plan cannot be worked out to give 
the protection in the direction indicated. 

The VICE PRESIDENT. The question is o:ri agreeing to 
the amendment pffered by the Senator from Michigan. 

Mr. GLASS. Mr. President, I think I may say for the 
chairman of the. committee-who perhaps is too tired to say 
anything for himself, after the arduous duties that have 
been imposed upon him-that the Committee on Banking 
and Currency is perfectly willing to consider this matter, 
but it is not willing to have too much legislation go to the 
conferees. 

As a matter of fact, if the distinguished Senator from 
Michigan will examine the existing Bank Act of 1933. he 
will see that we there authorized primarily the Insurance of 
Deposits Corporation to loan money to buy the assets and to 
wind up and liquidate the business of closed banks. They 
have already acquired a fund of something over $300;000,000 
for that purpose; and if there is any urgent reason for do
ing anything of the kind, that Corporation, organized 6 
months ago, could give it attention. I do not think we 
ought to embark upon a proposition of this kind, about 

which the committee has not heard anything whatever. n 
has not had a report from the Treasury, from the Comp .. 
troller of the Currency, or from the Reconstruction Finance 
Corporation, having charge of these matters. 

Mr. COPELAND. Mr. President, will the Senator yield? 
Mr. GLASS. Yes; I yield. 
Mr. COPELAND. The trouble in the application of the 

law as it is at present has been that in the consideration of 
the assets of the bank, consideration has been given to the 
immediate value, the immediate liquidity of those assets. 
Here it is proposed that consideration shall be given to the 
possible value of the assets over a reasonable length of 
time. It is all left to the administrative officers of the 
Government. 

Mr. GLASS. No; I will say to the Senator that under the 
existing law the transactions are not confin~d to the im
mediate assets of the banks, but the matter is left to the 
determination of the Insurance Corporation Board. 

Mr. COPELAND. But, as a matter of fact, I may say to 
my friend, the only consideration that has been given, in 
the experience I have had with half a qo:zen banks in my 
State, is to the immediate value of the assets. 

Mr. GLASS. That may be so in regard to a half dozen 
banks; but we ought not to pass legislation of this grave 
importance without knowing exactly what we are doing. 

I hope very much the amendment will not be adopted. 
The VICE PRESIDENT. The question is on the .amend

ment of the Senator from Michigan [.Mr. VANDENBERG]. 
The amendment was rejected. 
Mr. JOHNSON. Mr. President, I understand that there 

has been presented by the Senator from Kentucky [Mr. 
BARKLEY] an amendment which attaches to this bill, the 
Reconstruction Finance Corporation loan bill. 

Mr. BARKLEY. Yes; that is true~ 
Mr. JOHNSON. I have an amendment which I wish to 

present to that bill. I did not intend to attach to the bill 
of the Senator from Virginia an amendment of any kind or 
character; but, .inasmuch as this short cut to legislation is 
taken-of which I do not at all complain-I wish to present 
an amendment which I have just been advised is appropriate 
to the Reconstruction Finance Corporation loan bill. 

Mr. GLASS. I will say to the Senator from California 
that there was no short cut here. · 

Mr. JOHNSON. I am not complaining of it. 
Mr. GLASS. Both of these measures-the bill bearing 

my name and the amendment presented by the Senator 
from Kentucky-were carefully considered for days by the 
Banking and Currency Committee, and both of them were 
unanimously approved. 

Mr. JOHNSON. I am not complaining of the mode of 
legislation; but I did not assume that to the bill of the Sen
ator from Virginia the bill relating to the loans of the 
Reconstruction Finance Corporation, a separate measure 
entirely, would be attached. That is the matter to which 
I referred. 

Mr. GLASS. I may say to the distinguished Senator that 
it was attached only because it is supplemental to the bill 
presented by me. I may say to the Senator also that two 
other bills involving amendments to the Reconstruction 
Finance Corp.oration Act will be presented at an early day, 
perhaps early next week, from the Banking and Currency 
Committee; and the Senator then will have an opportunity 
to propose his. amendment. 

Mr. JOHNSON. No; the amendment I desire to submit 
is an amendment that is appropriate to the bill which re
lat~ to loans made by the Reconstruction Finance Cor
poration. It has been considered by a subcommittee of the 
Banking and Currency Committee, and on one occasion I 
appeared before the subcommittee-I am saying this in ex
planation to the Senator from Virginia-but the subcom
mittee has not yet acted concerning it because of the limi
tations of time, as I understand. It is a bill which is of 
extraordinary importance to the particular locality from 
which I come and of importance as well to other sections. 

Mr. President, I offer as an amendment to the bill-I 
assume it must be so offered, although properly it is an 
amendment alone to the amendment which has been, as I 
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understand, presented by the Senator from Kentucky [Mr. 
BARKLEY]--

Mr. BARKLEY. Mr. President, I will say to the Senator 
from California that his amendment is on a different subject 
and does not have to be offered as an amendment to the 
amendment which I have offered, and which has been 
agreed to. It can be o:ff ered as a separate section if the 
Senator so desires. It need not be attached to the 
amendment. 

The VICE PRESIDENT. In crd~r to offer an amendment 
to the so-called" Barkley amendment", it will be necessary 
to reconsider the vote by which that amendment was 
agreed to. 

Mr. BARKLEY. The Senator from California can offer 
his amendment as a sep:a.rate preposition. 

The VICE PRESIDENT. He can. 
Mr. BARKLEY. It has no relationship to the kind of 

loans referred to in the amendment offered by me. 
The VICE PRESIDENT. The Senator from . California 

can offer his amendment now as an amendment to the bill. 
IVIr. BARKLEY. He can offer it as section 7 of the bill. 
Mr. JOHNSON. Mr. President, if the Senator will par

don me, I do not care how the amendment may be offered 
so long as it may be offered and may be considered by the 
Senate. 

Mr. BARKLEY. My point is that it is unnecessary to re
consider the vote by which my amendment was agreed to. 

The VICE PRESIDENT. · That is co;rect. 
Mr. BARKLEY. The Senator from California can offer 

his amendment independently. 
Mr. JOHNSON. That is quite so; but it is an appropriate 

part of the amendment of the Senator from Kentucky. I 
did not think it was so appropriate to the bill of the Senator 
from Virginia, so I have not at any time thought of offering 
it as an amendment to his bill. 

Mr. President, I may have been utterly in error. If so, I 
apologize to those who are here. When I left the Chamber 
for a very brief period I was laboring under the delusion 
that the bill of the Senator from Virginia m1r. GLASS] was 
to be put before the Senate, and that it would with very 
little debate, probably, be passed. I had no interest in that 
bill save to see that it was passed, and to aid as well as I 
could in that regard. I had not the slightest conception 
that the bill relating to loans by the Reconstruction Finance 
Corporation was to be made a part of the bill of the Senator 
from Virginia. I do not deny the right of anybody to make 
it a part, but I had no conception that it was to be a part, 
and supposed that when the bill was called upon the cal
endar regularly I should have an opportunity to present 
this amendment. Indeed, when the calendar was called 
the other day, and the Senator from Florida asked that the 
Reconstruction Finance Corporation bill be taken up, I 
announced the fact that an amendment would be offered to 
that bill, and that it was my desire to be heard upon the 
amendment, and to have the amendment passed upon by 
the Senate. 

Now, as the Senator from Kentucky had a right to do, at 
a time when there was no warning at all of the fact that 
the bill was coming up today, he presented the bill as an 
amendment to the bill of the Senator from Virginia. That 
is what makes the situation perplexing, and causes the 
peculiar circumstance in which I find myself. 

Mr. BARKLEY. Mr. President, if the Senator will yield, 
I have no recollection of knowing that the Senator had 
taken that course, except that today I was told that the 
Senator had offered an amendment the other day. 

When this bill was reported out of the Committee on 
Banking and CulTency I stated that it was my purpose to 
offer it as an amendment to the Glass bill, because they are 
companion measures. They supplement each other. There 
is no complexity here. The Senator has a right to offer his 
amendment. 

Mr. JOHNSON. Yes; I shall do so. 
Mr. BARKLEY. There is no trouble about the Senator's 

offering the amendment. I will say that my action in offer
ing my amendment was not based upon any desire at all to 
cut off the Senator. I though it was the best method of 

legislating. I thought originally that these two bills--the 
original Glass bill and the Reconstruction Finance Corpora
tion bill-ought to be combined. They were combined when 
first L11troduced. Then it became necessary to consider the 
Reconstruction Finance Corporation prong of the matter a 
little more deliberately than the other. So the committee 
voted out the Glass bill first, and this bill second; and what 
I have done here is again to join them together as they 
were jcined when first introduced by the Senator from 
Florida. 

Mr. JOHNSON. Mr. President, I offer the amendment 
wh~ch I send to the desk. 

The PRESIDING OFFICER (Mr. CONNALLY in the chair). 
The Senator from California offers an amendment, which 
will be stated. 

The CHIEF CLERK. It is proposed to insert in the bill at 
the proper place, as a new section, the fallowing: 

That the Reconstruction Finance Corporation is authorized to 
make loans, for periods not exceeding 20 years, to finance the 
acquisition of any system, plant, or works for the production, 
transmission, or distribution of electrical energy by such public 
corporations, bodies, or instrumentalities as are referred to in sec
tion 201 (a) (1) of the Emergency Relief and Construction Act 
of 1932 which enter into contracts with the United States or any 
department, agency, or instrumentality thereof for the purchase of 
electrical energy, or for the use of any property, rights, or facilities 
employed in the production, transmission, or distribution of elec
trical energy. No loan shall be made except with the approval of 
the department, agency, or instrumentality of the United States 
with which such contract ls entered into. The provisions of title 
II of the Emergency Relief and Construction Act of 1932, as 
amended, and of acts supplementary thereto, applicable to loans 
to such public corporations, bodies, or instrumentalities, so far as 
consistent with the terms hereof, shall apply to loans made under 
the terms of this act. 

The PRESIDING OFFICER. The question is on agree
ing to the amendment offered by the Senator from Cali
fornia [Mr. JOHNSON]. 

Mr. JOHNSON. l\frr. President, I ask if the amendment 
cannot be accepted. In order to save time, so that I shall 
not be bothersome on a bill which I should like to see passed, 
I ask whether it is not possible for the Senator from Ken
tucky to accept my amendment. 

Mr. BARKLEY. Mr. President, I will say to the Senator 
that, as he suggested awhile ago, the Senator from Ohio 
[Mr. BULKLEY]--

Mr. JOHNSON. This is not the amendment of my col-
league [Mr. MCADOO]. 

Mr. BULKLEY. I was misinformed. 
Mr. JOHNSON. This is not the same amendment at all. 
Mr. BARKLEY and Mr. GLASS addressed the Chair. 
The PRESIDING OFFICER. The Senator from Call-

f ornia has the :floor. Does he yield; and if so, to whom? 
Mr. JOHNSON. I suggest the absence of a quorum. 
The PRESIDING OFFICER. The clerk will call the roll. 
The Chief Clerk called the roll, and the following Senators 

answered to their names: 
Adams Copeland Johnson Patterson 
Ashurst Couzens Kean Pope 
Austin Dill Keyes Reynolds 
Bachman Duffy King Robinson, Ark. 
Bailey Erickson La Follette Schall 
Bankhead Fess Lewis Sheppard 
Barbour Fletcher Logan Shipstead 
Barkley Frazier Lonergan Steiwer 
Black George McCarran Stephens 
Bone Gibson McGill Thomas. Okla. 
Borah Glass McKellar Thomas, Utah 
Bulkley Goldsborough McNary Thompson 
Bulow Gore Metcalf Trammell 
Byrd Hale Murphy Tydings 
Byrnes Harrison Neely Vandenberg 
Capper Hastings Norbeck Van Nuys 
Carey Hatch Norris Wagner 
Clark Hatfield Nye Walcott 
Connally Hayden O'Mahoney Walsh 
Coolidge Hebert Overton Wheeler 

Mr. LEWIS. Mr. President, I desire to announce the 
absence of the Senators whose names I have heretofore 
given, and the reasons for their absence as he1·etofore stated, 
to which I add the name of my colleague [Mr. DIETERICH], 
called to his State on official business. 

The PRESIDING OFFICER. Eighty Senators having 
answered to their names, there is a quorum present. 
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The question is on agreeing to the amendment offered by 

the senior Senator from California [Mr. JoHNSONJ. 

Mr. JOHNSON. Mr. President, may I have for a very 
brief period the attention of the Senate to this amendment, 
first apologizing for taking up the time of the Senate with 
respect to it, and stating that, so far as I am concerned, it is 
now before the Senate by reason of the facts which I de
tailed bafore the quorum call was made. 

This little amendment authorizes the Reconstruction 
Finance Corporation-

To make loans for the production, transmission, or distribution 
of electrical energy by such public corporations, bodies, or instru
mentalities as are referred to in section 201 (a) (1) of the Emer
gency Relief and Construction Act of 1932 which enter into con
tracts with the United States through any department, agency, or 
instrumentality thereof for the purchase of electricity-

And so forth. 
The amendment is safeguarded by every provision which 

now attaches to loans which are made by the Reconstruc
tion Finance CorJX>ration. 

It is, let me first emphasize, a mere authorization to the 
Reconstruction Finance Corporation. It is not mandatory, 
but it confers on the Reconstruction Finance Corporation 
the right, only if it sees fit, to grant the loans which are 
asked. It provides that such loans may be made to those 
public agencies which are today really customers of the 
United States, and, being customers of the United States, it 
asks that loans may thus be made to enable them to ac
quire the plants or works of another corporation. 

Concretely, I may be able to make plain just the reason 
for this measure. The bureau of water and power of the 
city of Los Angeles ·is a public utility owned by the munici
pality. It furnishes to the people of the city of Los Angeles 
water and power·, and has been a very successful institution. 
It is now something over 20 years old. It has grown with 
the years, and grown with the city, and grown with the ter
ritory until it is today a very remarkable instance of a pub
licly owned, municipally operated public utility, furnishing 
water, light, and power to the citizens of that great com
munity. 

The Boulder Dam, as Senators will recall, is a structure 
now in process of completion under the aegis of the Govern
ment of the United States. The act which created the 
Boulder Dam project required that before there could be 
any expenditure on the part of the United States Govern
ment, the Government had to have firm contracts for the 
sale of its electrical power, which would ultimately pay every 
dollar which might be expended by the Government of the 
United States on that great undertaking at Boulder Dam. 
It is one of the projects which are being paid for and will 
be paid for out of the electricity and water generated by 
the project itself. 

The chief contracting party with the Government of the 
United States for power delivered and generated at Boulder 
Dam is the bureau of water and power of the city of Los 
Angeles. So that the public agency which now furnishes 
water and power to the city of Los Angeles is in this peculiar 
relationship, as well, with the Government of the United 
States in being the United States Government's chief cus
tomer for the power generated at Boulder Dam. 

It happens that in the city of Los Angeles there are private 
power companies a.s well as this publicly operated institution. 
One of the private power companies iS situated in one of 
the parts of the city of Los Angeles, and it parallels the 
lines of the publicly owned utility, so that a portion of the 
city of Los Angeles, 60 percent in reality, is served with 
electricity by the bureau of water and power and the other 
portion, 40 percent, by a privately owned utility. 

Necessarily, in the first place, this situation is uneconomic. 
Necessarily, in the second place, it leads to controversy al;ld 
difficulty. There has been constant bickering between the 
privatciy owned power company and that which is operated 
by the municipality, the publicly owned power company. 

Recently the two have come together, so that the city may 
acquire, if it be possible, the privately owned company. Thus 
the controversies which have existed in the pnst will be 
eliminated; uneconomic methods of furnishing the people 

of that particular territory with electric power will be done: 
away with as well; and the city, with its bureau of water1 

and power, may do all the business th9,t is required to be 
done in that whole territory. 

It happens, of course, that in these days the bonds of the 
bureau of water and power cannot be sold with profit, and,. 
I imagine, can hardly be sold at all. It is in most excellent'~ 
financial shape. No one questions its solvency in the slight .. : 
est degree; if it shall do what it desires to do, and what the' 
privately owned utility wishes to do, it is essential that it' 
obtain the money to make the trade which the private utility.: 
and the public utility are ready to make at this time and· 
thus aid all parties and have an economically sound arrange
ment in that particular part of the city of Los Angeles. 

That, concretely, is one thing which it is desired shall 
be done by this bill. 

Is there any logical reason on the face of the earth why 
the Reconstruction Finance Corporation should not make a' 
loan that is perfectly safe and sound, the making of which i 
is left wholly in its discretion, under circumstances such 
as I have detailed? I fail to see that there can be any 
objection logically, legally, from any standpoint of any 
kind or of any character at all, to the making of such a· 
loan. 

Mr. LE\VIS. Mr. President, will the Senator yield? 
Mr. JOHNSON. I yield. 
Mr. LEWIS. I should like to have a statement from the, 

Senator from Califorp.ia as to what reason now exists if the 
security is good-as perhaps it is-why the Reconstruction 
Finance Corporation cannot now-under the present law
make such loans. I understand they have made similar 
loans in the past. 

Mr. JOHNSON. No; I understand they have no power to 
make such loans. It is the assertion of the Reconstruction 
Finance Corporation that they have no power to make 
them. That is the reason for this proposed legislation. 

Mr. LEWIS. It is the theory that they have no power; 
and is this amendment to give power where under the old 
law it does not now exist? 

Mr. JOHNSON. The R.F.C. says the power does not exist. 
That is their assertion; and, necessarily, we have to bow to 
that assertion. I am endeavoring to remedy what thus they 
say exists. 

It is not alone this particular territory that is interested. 
Since the bill has been pending I received a letter from :Mr. 
Lilienthal, of the T.V .A. That is the Tennessee Valley Ad .. 
ministration; is it not? 

Mr. BARKLEY. The Tennessee Valley Authority. 
Mr. JOHNSON. Yes; it is conducting the Muscle Shoals 

project. I was sw11rised to find from his letter that he was 
interested in the bill, although I did not know it when the 
bill was introduced, and he is very anxious for it to pass. 
I think other localities are interested in it as well. 

Mr. BARKLEY. Mr. President, will the Senator yield? 
Mr. JOHNSON. I yield. 
Mr. BARKLEY. As a matter of equity and of justice to 

all sections of the country, what is the justification for the 
framing of a law which will allow Los Angeles, or any other 
community that happens to have a contract with som~ gov
ernmental agency, to borrow money for the purpose of con
structing a public-utility plant and deny to the people of 
every city which may want to construct a public-utility plant 
the right to borrow money from the R.F.C. for that purpose? 
Why does the existence of a contract with the Government 
or some agency of the Government give sl!lch a community 
a sacred right to borrow money from the Government while 
it is denied to all other communities which might, regardless 
of any ccmtract, wish to embark upon the construction of 
public-utility plants? 

Mr. JOHNSON. That is a perfectly legitimate question, 
I grant. The Senator is quite right. There is no sacred 
right in that; but it does make the situation a little clearer 
and a little bette.r, and it does curtail to a minimum the loans 
which may be made. It is quite true, as well, that a par
ticular corporation or a particular entity which stands in a. 
relationship to the United States Government, a.nd is con-



1934 CONGRESSIONAL RECORD-SENATE 8723 
tracting with it, may have a little better reason for a loan 
to be made to it than some other. 

Let the measure be broadened if the Senator desires. 
I am not objecting to broadening it. I have limited it just 
as much as I could in order to meet and relieve every 
objection that may be made. 

When the bill was first presented someone said, " It will 
take so much money to do this; and there is not any rea
son why the Government, in a case where it is not inter
ested, should do a thing of this sort." That is the reason 
why the qualifying clauses will be found in the bill-first, 
because they answer the objection that it will take too much 
money; and, second, they answer the objection that the 
Government is not interested, because the Government is 
interested today in the contracts that it has made with 
any agency, for power or otherwise. 

Mr. BARKLEY. Mr. President, will the Senator yield? 
Mr. JOHNSON. I yield. 
Mr. BARKLEY. I see no limitation in the amendment 

as to any amount of loan that may be made, if one should 
be made. To what did the Senator ref er when he said 
he had hedged the amendment about with limitations? 

Mr. JOHNSON. The latter limitation which the Senator 
spoke of as a sacred right; the limitation that it was deal
ing with the United States Government in a contractual 
relationship. 

Mr. BARKLEY. In other words, the situation is that the 
Government has provided the money for the construction, 
we will say, of Boulder Dam, which in turn is to furnish 
po~er to the city of Los Angeles? 

Mr. JOHNSON. Oh, no; not that alone. 
Mr. BARKLEY. Of course it has a good many other 

purposes. 
Mr. JOHNSON. It has a good many other purposes-

power and other things. 
Mr. BARKLEY. What the Senator is really asking is 

that the Government also loan the city of Los Angeles the 
money which will enable it to take advantage of the facili
ties the Government is building at Boulder Dam? 

Mr. JOHNSON. I am asking no such thing, and the 
amendment admits of no such construction. I am asking 
that the Government be' permitted to make loans of the 
character indicated in the amendment; and in order that 
Senators might understand the situation exactly I put 
forward the concrete example in which I am deeply 
intereEted. 

Mr. BARKLEY. Of course, I appreciate that; but, as a 
matter of fact, if the Government were not building the 
dam at Boulder Canyon there would be no occasion for the 
legislation which the Senator is seeking, because it would 
not apply. 

Mr. JOHNSON. There might be no occasion for the leg
islation with respect to the city to which I have referred, 
but there might be occasion for it with relation to projects 
in the Northwest, in relation to the T.V.A., and the like. 

Mr. BARKLEY. Yes. That still bears out my suggestion 
that the ultimate object is to allow communities to borrow 
money in order to take advantage of the facilities which 
the Government is erecting in the sections where those 
communities are located. 
. Mr. JOHNSON. Not a bit of it. The purpose is not to 
enable them to take advantage of the facilities which the 
Govermnent has erected. I state that as an incident of the 
relationship which exists, in order that there may be a 
stronger case in behalf of the particular recipient of the 
loan; not upon the theory which the Senator suggests at 
all. 

Mr. LEWIS. Mr. President, I will say to the able Senator 
from California that in behalf of my own constituency I 
have before the R.F.C. a proposition very similar to that 
suggested by the Senator; and I ask the Senator, upon what 
theory does he assume that the board as at present con
stituted can say that it has no power, even though the 
security be good, to grant relief to the institution to which 
he has referred, and a similar one that I am representing, in 
the face of the wording of section 201 (a) (1) of the act 
with regard to the power of the R.F.C. "to aid in financing 

projects authorized under Federal, State, or municipal laW' 
which are self-liquidating in character"? Why is not the 
enterprise of which he speaks one which has been organized 
under the State or city, and "self-liquidating in character "? 

Mr. JOHNSON. Mr. President, if the Senator will permit 
me, the reason is because the R.F.C. says that it cannot loan 
under those circumstances. The logic of the contention I 
will not discuss with the Senator. 

Mr. LEWIS. Despite this section? 
Mr. JOHNSON. Yes. The logic I will not discuss. There 

might be 152 reasons why the loan ought to be made; but 
the group of men who determine the fact give one reason 
why it should not be made, and that is that they will not 
make it under the law; and that ends it. 

The PRESIDING OFFICER. The question is on agree
ing to the amendment of the Senator from California [Mr. 
JOHNSON]. 

Mr. BONE obtained the floor. 
Mr. GLASS. Mr. President, will the Senator yield? 
Mr. BONE. I yield. . 
Mr. GLASS. First speaking to the question of procedure, 

I will say that I had no knowledge whatsoever of this 
proposed amendment. So far as I know, it has never been 
discussed in the general Banking and Currency Committee. 
It may have been discussed in some subcommittee thereof, 
but I do not recall that the matter has been reported to the 
general committee. Therefore, no discourtesy whatsoever 
was ever intended toward the Senator from California in 
not apprising him of the fact that the Barkley bill, which is 
purely supplemental to the so-called "Glass bill". was to be 
presented as an amendment to the Glass bill. 

As a matter of fact, nothing whatsoever may be done 
under the provisions of the Barkley bill until first every 
effort to obtain credit is exhausted under the Glass bill. 
Therefore, the two bills having been unanimously reported 
from the Committee on Banking and Currency after full 
consideration, I very readily accepted the amendment pro
posed by the Senator from Kentucky to my bill. 

In the second place, it always genuinely distresses me to 
have to appear in opposition to anything which the Senator 
from California proposes. I imagine, however, the Senator 
has learned, as other colleagues of mine have learned, that 
I am fundamentally opposed to the Government of the 
United States constituting itself a central bank to be loan
ing money to every sort of enterprise which may be con
ceived of. 

I was opposed to the Reconstruction Finance Corporation 
bill, and warned the Senate that I was only going along 
with it because I did not care to be classified among those 
who were unwilling to cooperate with the then President of 
the United States in rescuing us from the emergency; but it 
is a well-known fact that the Reconstruction Finance Cor
poration was intended to be, and was at every stage of the 
procedure represented to be, purely an emergency organiza
tion. This is not an emergency proposition. It does not in
volve the employment of anybody who is not now employed. 
It is a mere community loan to one of the greatest cities in 
this country which, in common with other cities, has the 
taxing power. If it wants to engage in facilities of this 
sort, it ought not to come to the Federal Treasury to borrow 
money; it ought to tax its own people. 

I advert to the objection raised by the Senator from 
Kentucky. I think the bill constitutes a privileged class. 
making Government loans only to people who have been 
fortunate enough to enter into a contract with the Govern
ment. I think the fact that they have been enabled to 
enter into a contract ought to give them complete satis
faction without wanting, in addition to that, to come here 
and take the taxpayerst money. I do not think government 
was instituted to tax all the people and take their money 
and loan it to special ente1·prises. I do not think that was 
ever the conception of government on the American Conti
nent, and I do not think it ought to be. 

The Reconstruction Finance Corporation was erected as 
an emergency m_easure, to give employment to people, to help 
get us out of the depression, and its loans were limited to a., 



8724 _CONGRESSIONAL RECORD-SENATE MAY 1~ 

period of 10 years. Now it is here proposed to permit them 
to make a_ peculiar sort of loan for a period of 20 years. 

Mr. President, it is not particularly appasite, but I wish 
aga.in to express the view that we have made mendicants 
of 48 States of this Union and of nearly every community 
in every State of the Union. We have practically by statute 
extended engraved invitations to people to rush here to 
Washingtdn and to borrow money through the . Federal 
Treasury-the taxpayers' money, for that is the only sort 
of money the Federal Treasury has or ought ever to have. 

We do not even know, unless the distinguished Senator 
from California may assure us, whether the Reconstruction 
Finance Corporation wants this additional power. We have 
had no report from them; we do not know what that Cor
poration may say as to the soundness of the proposition. 

I am perfectly willing to assure the Senator from Cali
fornia, so far as I am individually concerned, and I can 
assure him for the committee, that we shall be glad to take 
the bill up in committee and have the members of the 
board of directors of the Reconstruction Finance Corpora
tion come before us and let us have thelr view of this mat
ter, and to report the bill back, either favorably or ad
versely, so that the Senator may have ample opportunity to 
present it and have it passed, if the Senate wishes to pass 
it; but I very earnestly wish that the Senator would not 
off er the bill as an amendment to my pending bill 

We do not even know, we have had no intimation in the 
world, at least, I have not, that the proposition would meet 
with Executive approval. Suppose it should not, then the 
whole bill would go down, and many hundreds, if not thou
sands, of industries of this country now seeking aid through 
banking agencies and procedure would be. denied these 
loans. Therefore, I very regretfully decline to accept the 
amendment presented by the Senator from California, and 
I hope the Senate may take that view. 

Mr. BONE. Mr. President, I can only express regret that 
the Senator from Virginia [Mr. GLASS] entertains any ob
jection to annexing Senate bill 3246 by Mr. JOHNSON, to the 
pending bill, although I can understand his attitude as a 
matter of parliamentary procedure, and I take it that he is 
opposed fundamentally to the purpose that underlies this 
bill. I cannot, however, quite bring myself to agree with 
him that ' the United States Government has made mendi
cants of 48 States. 

Mr. GLASS. Mr. President, there may be one or two ex
ceptions, but I do not remember them. 

Mr. BONE. My reason for saying that is that the people 
of the States were made mendicants long before the United 
States Government, through its Congress, tendered any 
financial relief to them. They were the victims of condi
tions over which they had no control. They turned to the 
only agency they knew and to which they could turn, with 
any assurance of getting relief, and that agency was the 
Government. 

I am as painfully aware of the implications of this type 
of legislation as is the Senator from Virginia; I think I 
understand his philosophy and his attitude toward pro
posals such as this; but in a great crisis such as confronted 
the people of this country they were made to realize nation
ally that economic necessity knows no law except the law of 
self-preservation. 

Mr. GLASS. Mr. President, may I ask the Senator where
in consists any crisis? As the Senator from California 
presented his views on this bill, what is the crisis? 

Mr. BONE. I had not intended to expand my remarks 
and make a speech about the :financial crisis that attracts 
the attention of everyone. This bill is, however, a part 
and parcel of the whole program of reconstruction. We 
are not beginning this program; we are in the midst of it. 
If I may briefly refer to the policy of the Government as 
adopted in recent years, I want to try to show, if I can, 
why it is now necessary to have this sort of legislation, 
because of the fact that the Government has deliberately 
adopted certain policies with respect to the creation of 
great hydroelectric developments in this country. · 

Mr. BARKLEY. Mr. President, will the Senator yield 
there? 

The PRESIDING OFFICER <Mr. McGILL in the chair). 
Does the Senator from Washington yield to the Senator from 
Kentucky? 

Mr. BONE. Yes. 
Mr. BARKLEY. In that connection it ought to be said 

they were not necessarily emergency propositions: they were 
not brought forward to meet a particular emergency. It 
might be said that the Muscle Shoals law was hastened by 
conditions and probably some consideration was given to the 
question of unemployment in its passage at the last session 
of Congress, but many of us had been seeking that legisla
tion for years, ever since the war, and we were seeking it 
even in the most prosperous times of 1928 and 1929. The 
Boulder Dam was not constructed as an emergency measure, 
but as a permanent improvement. 

I wish to say that I do not know whether I would be 
against this proposal or not if the committee and the inter
ested Government agencies were permitted to confer about 
it. I might be for the Senator's bill; I certainly am sym
pathetic to almost anything he proposes; but to add an 
amendment here under the guise of an emergency because 
of a permanent improvement that Congress provided for 
long before the depression, or certainly not because of the 
depression, is to me a little bit unfair to the Senate. We do 
not know whether we are going up a blind alley in this 
instance. 

I join with the Senator from Virginia, so far as I am 
concerned, in giving assurance that we will be glad to con
sider this subject independently. I do not think the com
mittee is guilty of any negligence in not having considered 
it heretofore. The committee has been overworked for many 
weeks and months, but we do now begin to see a little day
light, and I wish that we might consider this question 
independently. It might be that after the Board of Direc
tors of the Reconstruction Finance Corporation and other 
Government agencies came down and conferred about it 
there might n(}t be any opposition, but none of us now 
knows anything about just what we are doing here. 

Mr. BONE. Mr. President, in view of the statement of 
the able Senator from California [Mr. JOHNSON] with refer
ence to the attitude of the Reconstruction Finance Corpo
ration toward the statute which was enacted by the Con
gress conferring upon it certain powers and, I think along 
with them, duties, I want to read the law under which 
that agency of the Government operates in the field we 
are now discussing. It is section 201 Ca) and reads: 

The Reconstruction Finance Corporation is authorized and, 
empowered-

(1) to make loans to, or contracts with, States, municipalities, 
and political subdivisions of States, public agencies o! States, of 
municipalities, and of political subdivisions of States, public corpo
rations, boards and commissions, and public municipal instru
mentalities of one or more States, to aid in financing projects 
authorized under Federal, State, or municipal law which are self
liquidating in character, such loans or contracts to be made 
through the purchase of their securities, or otherwise, and for 
such purpose the Reconstruction Finance Corporation is au
thorized to bid for such securities: Provided, That nothing herein 
contained shall be construed to prohibit the Reconstruction 
Fina.nee Corporation, in carrying out the provisions of this para
graph, from purchasing securities having a maturity of more 
than 10 years. 

That might mean from 10 years to infinity. Fra:nkly I 
am at a loss to understand upon what sort of legal au
thority or advice the Reconstruction Finance Corporation 
acts when it says that a loan of the character authorized by 
the amendment of the Senator from California may not be 
made, and refuses to make loans to municipalities of the 
character described in his amendment. The statute I have 
read seems to clearly authorize such loans. 

Sometimes when I see that sort of an attitude taken, 
and a set of regulations issued based on what seems to be 
a misconception of the plain provisions of the law, I am 
reminded of Bassanio, in the Merchant of Venice, where 
he said: 

His reasons are as two grains o! wheat hid in 2 bushels of chaff. 
You shall seek an day ere you find them, and when you have them 
they are not worth the search. 

I am reminded of that rather pungent statement of 
Shakespeare's character when l see the e:ff ect o! the legal 

\ 
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advice given to some of the departments by lawyers con
nected with them. 

Getting down to the fundamental thing that underlies this 
matter, I would not presume to rise and write into the 
RECORD what I am about to say unless I had in mind a pic
ture of what the future is going to offer concerning the 
legislation that has been passed by this body and the body 
at the other end of the Capitol. By authority of acts of 
Congress the United States Government is now beginning 
to build a great power plant in the State of Washington, a 
tremendous enterprise. On the Columbia River, farther 
down toward the city of Portland, another great publicly 
owned plant is under construction, known as the " Bonne
ville plant." A plant capable of developing over 600,000 
horsepower of electric energy is to be developed there. 
These plants may ultimately develop in the neighborhood 
of 2,000,000 horsepower when fully completed. There is to 
be a market developed for that power somehow somewhere. 
Is that market to be a public market or a private market? 
I presume to say what I am saying now because I want to 
write my own convictions into cold type before that thing 
happens which I fear may happen unless proper steps are 
taken. 

The United States Government is either going to sell that 
power through publicly owned agencies or it is going to be 
compelled to distribute it through privately owned agencies. 
Let me say to the Senator from California [Mr. JOHNSON] 

that if there is a repetition of the Muscle Shoals fiasco, a 
thing which I think reflected discredit on the country-the 
sale of huge blocks of power to the Alabama Power Co. and 
its affiliates for as low as 2 mills per kilowatt-hour, after
ward redistributed and supplied to customers at rates as 
high as 12, 14, and 16 cents per kilowatt-hour, 50 or 60 or 70 
times what the company paid the United States Government 
for the power-if there be in my section of the country a 
repetition of that scandal, then every man in Congress from 
that section of the United States will have to tell the people 
sometime why he did not protest against private exploita
tion of his Government. 

How is the Government going to handle that problem? 
It must be in just one of two ways, either through publicly 
owned distribution systems or through private power sys
tems. If we build these great plants out there only to dis
tribute the current through privately owned power compa
nies, then we have made more laws here that will serve only 
to enrich private power companies. There is not a man in 
the Senate who can prove otherwise. I say to all the Mem
bers of this body that if we put more handcuffs on the wrists 
of the Government, then there will follow the only remaining 
method of distributing the power, which is through private 
agencies. In such case the profit, instead of being reflected 
in cheap rates and cheap power for the people, will be 
reflected in dividends and enormous salaries to the people 
operating and owning private power systems. 

The purpose of the bill of the Senator from California 
[Mr. JOHNSON] is to enable cities and other public agencies 
to borrow the money to enable them to take over certain 
distribution systems now privately owned. There was a 
complaint registered in the State of New York recently in 
a power controversy that raged there, in which it was as
serted that the bill presented and offered did not require 
a municipality, when it went into the power business, to 
acquire the existing privately owned systems. That was 
one of the arguments made against the bill. There is noth
ing in the pending amendment that raises that question. 
There is a calm invitation here in the legislation itself for 
the city to acquire the existing facilities and to pay for 
them. 

I say to my friends in· this body if t~re is any type of 
businegs on earth that is self-liquidating it is the electric
power business. I know. I have seen my own city indulge 
in that business for 40 years. I saw it build a :tine hydro
electric plant which cost $2,000,000, and in 12 years, out of 
the earnings of that plant, in addition to giving us the 
cheapest light and power in the country, pay o1I and retire 
every dollar of the bonded debt representing the cost of 

the plant. I saw a thing as remarkable in the world of 
finance as was the financial wizardry of Aladdin's lamp. And 
yet that venture rested on the solid rock of financial sound
ness in every particular. 

Today my city will give to the householder in that city 
for $4 an amount of electric energy for which the West
chester Electric Co., in the State of New York, privately 
owned, charges $20, or five times as much. My city has 
made as much as almost a million dollars net profit in 1 
year on that beautiful publicly owned system, giving its peo
ple at the same time the cheapest light and power in this 
country and paying the prevailing standard of union wages. 

Mr. GLASS. Mr. President, if the Senator will permit 
me-

Mr. BONE. Certainly. 
Mr. GLASS. That is what every community ought to do 

which wants to build an electric plant. It ought to tax its 
own people and not the people of some other State. 

Mr. BONE. I agree with the Senator, but I think he per
haps misunderstands the purpose behind this amendment. 
It is not proposed to tax anyone. The building of the Ta
coma plant, which is a publicly owned power development, 
did not make it necessary to tax the people. This plant 
retired its bonded or funded debt from earnings. In the 
pending amendment, it is proposed that public bodies be 
permitted to borrow money from the Government and to 
pay that money back; not to make the taxpayers of tru-
United States pay the bill. . 

But unfortunat.ely some of the legislation which has 
passed the Congress of the United States has not provided 
for loaning money but has given it away to wealthy private 
corporations; millions and millions; aye, billions of dollars. 
We enacted laws under which men came· to Washington 
and bought billions of dollars' worth of Government prop
erty for as low as 1% cents on the dollar. 

I recall the so-called " sale " of fine steamships which 
cost $2,250,000, for $30,000. Who pays for that? The lash 
is laid on the back of every taxpayer in the country to pay 
the difference between the cost and the sale price, and that 
lash will continue for years to be laid on his back because 
we have enacted that kind of legislation. 

We are not satisfied even with that. We wrote and en
acted another law under which the company that bought 
that steamship for one seventieth of its cost could get 
$24,000 for carrying a letter across the ocean-one trip, one 
letter, $24,000-which almost paid for a beautiful Govern
ment steamer which cost the taxpayers $2,250,000. That 
cost is reflected in the Government's bonds now outstand
ing and which generations to come must pay. 

But to return to the amendment before us. Mr. Presi
dent, if there is any agency on earth that is a self-liqui
dating agency, it is the power business. I want to say to 
the Members of the Senate that there is no business on 
earth that hires so few men for the amount of money in
vested. One can walk into a great modern hydroelectric 
plant, as I have done time after time, where fifty, seventy
five thousand horsepower of energy is being unleashed and 
sent out over the wires, and what does he find? One or two 
or three men walking around the plant, dressed as well as 
any Member of the Senate. The plant is automatic. If 
anything goes wrong with it, the plant automatically shuts 
o1I. When the cause of the shut-down is corrected, the 
plant automatically goes on. Fifty-seventy-five thousand 
horsepower is controlled there by a tiny little device locked 
up in a little iron box. Such are the marvels of science. 

From the States of the Northwest there come many Mem
bers of this body representing States that are tied in 
with these great power developments. The municipalities 
of those States want the cheap power that will be so gen
erously produced at Bonneville and Grand Coulee and at 
other places. I have a list of many of the public gen
erating plants out in the West shown on a map prepared 
by Mr. Scattergood, chief engineer of the Los Angeles Light 
& Power System, showing the great proposed electrical 
intertie along the Pacific coast that will turn out millions 
an~ millions of horsepower of electric energy. The time is 
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coming when these Western cities will want to buy their 
distributing systems, and there is no reason why they should 
not be permitted to come to the Government and borrow 
the money to acquire these systems. The loans are cer
tainly legitimate and safe. I quite thoroughly agree with 
the Senator from California that the bond market is such 
that it is almost an impossibility at present for a city to 
borrow money; and Senate bill 3246, introduced by the 
Senator from California [Mr. JOHNSON], permits the Recon
struction Finance Corporation to make loans to cities that 
desire to acquire their own distribution systems in cases 
where they intend to purchase power from Government 
power plants. If it is wrong for a city to distribute power, 
it is wrong for the United States Government to manufac
ture power. The Government should make it possible for 
Western cities to utilize its own product. That is the pur
pose of this amendment. 

The time we are to be here is passing rapidly, and I know 
that some relief should be given. I want every city in the 
Northwest to have the right to enjoy the same privileges we 
now accord private corporations. 

It is almost like loaning money to the United States Gov
ernment to loan it to a city to acquire its own power system. 
No better or safer security exists in our economic system. 
Private companies have moved heaven and earth to prevent 
cities from going into the power business. They have not 
hesitated to debauch institutions of learning and to come 
down here and even use the Smithsonian Institution as a 
foil for the celebrated Wyer attack on Ontario. They have 
not hesitated to corrupt men in public life ·all over the 
country in their efforts to throttle public ownership. That 
is one field where we need have no fear about the financial 
solvency of a plant. Public ownership of power is profitable. 

We shall have to meet this question, and I do not want 
the time to come when the people of my State can point to 
a great governmental agency that is turning the power 
produced by the Government into power lines to be dis
tributed and sold by private power companies for private 
profit. If that time comes we shall confront a thing that 
in itself is a disgrace-the money of the people of the United 
States being used to build a great social instrumentality 
only to enrich the Power Trust, and not to bring cheap 
electric energy into the homes of the people. 

God for bid that that time shall come! I want to write 
my protest into the CONGRESSIONAL RECORD, and I intend to 
write it later if there is any effort out in my part of the 
country to pervert the functions of those great plants so 
that they shall be instruments to enrich private power 
companies. 

We have too long utilized governmental agencies to en
rich private concerns, instead of making these agencies 
serve the people. 

I know that I can make no such contribution, nor even a 
fragment of the great contribution, made by the Senator 
from Nebraska [Mr. NORRIS] in his battles in the power 
fields; but out in my part of the country the Government 
is now going into the power business on a greater scale 
than even in this great thing which was the dream and 
the vision of the Senator from Nebraska, the Muscle Shoals 
plant. I do not want to see the great electrical giants out 
there harnessed for the benefit of the Electric Bond & 
Share Corporation and the Stone & Webster power monop
oly of Boston; and I may add that I do not intend to see 
it so long as I can register an effective protest in this body. 
I trust we shall adopt the amendment of the Senator from 
California. I want to see it written into law, because the 
Government ought to give aid, as far as it can with no loss 
to itself, to cities so that they may take advantage of these 
great agencies that we are now building with public money. 

Mr. ROBINSON of Arkansas. Mr. President, when I 
moved the consideration of this bill, I had not understood 
that the question of loans for the Reconstruction Finance 
Corporation was to be raised. It was my understanding 
then that the bill of the Senator from Virginia [Mr. GLASS] 
would be disposed of probably in 5 or 10 minutes. The dis-

cussion has been prolonged, however, and the statement is 
made that it will be continued. 

For this reason, and for the further reason that there 
is scarcely a quorum of Senators present, and it would be 
difficult to obtain a quorum, I shall presently move that 
the Senate proceed to the consideration of executive busi
ness, and that it then take a recess until Monday. 

Mr. COPELAND. Mr. President, on behalf of the junior 
Senator from Michigan [Mr. VANDENBERG] and myself, I 
offer an amendment to the pending measure, the Glass bill. 
This amendment is to be an additional section. I ask that 
the amendment be printed in the RECORD and lie on the 
table, so that it may be brought up on Monday. 

Mr. VANDENBERG. Mr. President, I wish the Senator 
from New York would indicate, so that there will be no mis
understanding about the matter and everyone will be on 
notice, that the amendment he has offered is the amend
ment which has been offered in the House with respect to 
broadening the powers of the Federal Deposit Insurance 
Corporation for the purpose of the further liquidation of 
bank deposits and the relief of bank depositors. 

Mr. COPELAND. The Senator is correct. 
The PRESIDING OFFICER. Without objection, the 

amendment will lie on the table and be p1inted, and also 
will be printed in the RECORD. 

Mr. COPELAND'S amendment is to add to the pending bill 
as an additional section the following: 

That section 12B of the Federal Reserve Act is amended-
(1) by striking out the word "three" in subsection (o) and 

inserting in lieu thereof the word "five"; 
(2) by adding after subsection (y) a new subsection to read 

as follows: 
"(z) The Federal Deposit Insurance Corporat ion is hereby au

thorized and directed to purchase, or to make a loan on, t he asset s 
of any bank, savings bank, or trust company or any part of such 
assets, upon such terms and conditions as the Corporation may, 
by regulations. prescribe. The Corporation is further authorized 
and directed, in case the Reconstruction Finance Corporation has 
made a loan to any such closed bank, to negotiate with the 
liquidating agent or receiver of such bank for an appraisal of its 
assets and the purchase thereof or the making of a loan thereon 
to take up the loan or any part thereof made by the Reconstruc
tion Finance Corporation, if the Federal Deposit Insurance Cor
poration deems it desirable in the public interest and the loan 
will be reasonably secured. In making any purchase of or loan 
on assets of any closed bank, the Corporation shall appraise such 
assets at such value as they would be appraised under normal 
business conditions and in anticipation of an orderly liquidation 
over a period of years, rather than on the basis of forced-selling 
values in a period of business depression. The Corporation is 
authorized and empowered to sell any assets acquired under this 
subsection and shall, with respect to such selling and to the 
liquidation of assets of closed banks, pursue and encourage a 
policy of extending the period of liquidation so as best to con
serve the values of such assets and to prevent unreasonable sacri
fice thereof." 

RELIEF TO HOME OWNERS 
Mr. FESS. Mr. President, I have received a communica

tion on the subject of loan associations from Hon. Roy 
Fitzgerald, a former Representative in Congress from Ohio, 
with special reference to the situation in Ohio. As it is 
very illuminating, I am sure Senators will be interested in 
what the writer says. The letter is as follows: 

Al>RIL 20, 1934. 
Hon. SIMEON D. FEss, 

United States Senate, Washington, D.C. 
DEAR SENATOR: The alarming loss of mortgaged homes by thou

sands of Ohio people prompts me to direct your attention to the 
deplorable conditions of the Ohio building associations, and the 
barrier which tends to prevent in large measure the relief which 
the National Government is apparently anxious to give. 

The building association as originally conceived and operated 
was the organization of a limited group of thrifty individuals 
contributing to a common fund to be loaned to its members for 
the construction or purchase of homes. Each member subscribed 
for such number of shares, usually $100 par, as he felt able and 
disposed to pay for at the rate of 25 cents per share per week 
and was entitled to borrow from the fund as it accumulated such 
amount as could be secured by first mortgage on real estate, not 
in excess of the total par value of the shares to which he had 
subscribed. The priority of members to borrow from the fund 
was determined by an auction and the one bidding the highest 
premium in addition to the rate of interest fixed by the mutual 
association got the loan. The membership was limited by the 
total shares of stock. The association was not perm.anent. It 
was intended to be and was self-liquidating. The management 
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was economical. Financial troubles were unknown except in the 
few instances of embezzling otncers. Each member, borrower or 
other, continued to pay on his stock or subjected himself to fines 
and forfeiture. When the borrowing member had paid for his 
stock in full, his mortgage was released and his stock canceled. 
Dividends were paid from surplus earnings derived from interest, 
premiums, and fines, and when there were no more members to 
borrow, final liquidation commenced. During the course of the 
years from 1875, such associations served a great public need. 
There were few savings banks. People were enabled and en
couraged to save, and hundreds of thousands came to own their 
homes, who never could have acquired them otherwise. So great 
was the contribut ion to good and stable citizenship that the 
associations became popular, and they were favored by legislation, 
State and national. 

Then innovations were introduced. The original capital stock 
was permitted to be increased. Persons were permitted to pay in 
full for shares of stock. They had no desire, perhaps no need, 
of building or acquiring homes. "Paid-up" stock certificates were 
issued, almost invariably earning attractive dividends. Associa
tions accumulated idle funds. These were permitted to be loaned 
on apartment houses, on office buildings, on churches, and on 
manufacturing buildings. "Straight loans" at a fixed rate of 
interest payable quarterly were permitted. Mutuality was im
paired. The unpopular fines and premiums were abolished, and 
the process of making loans standardized in accordance with gen
eral commercial practice. 

The idea of permanency known nationally as the" Dayton plan" 
was established. Rivalries among building associations for in
crease in size and opportunity for more than meager compensa
tion for the officers and employees developed. Opportunities to 
make profitable loans beyond available funds were presented. 
Building associations sought inoney and were permitted not only 
to borrow money but receive money on deposit at rates of interest 
definitely fixed from nonshareholders. The amounts of deposits 
were not restricted to any proportion of the capital stock. Com
petition for money to loan at certain periods became intense. An 
association would attract money in large sums from another by 
offering higher rates of interest and by paying larger dividends 
than to those others seemed wise. At other periods, when money 
was plentiful, there was competition for loans. Borrowers shopped 
from one association to another for interest rates, but especially 
for increased amounts. Enterprising speculators were occasionally 
able to borrow the entire cost of the property and perhaps in a 
few instances more. Loans were made to corporations With no 
other as.sets. The unrestrained competition was demoralizing. 

The conservative or better-managed associations were handi
capped in the struggle. They strove to avoid deposit money. 
They resisted " straight loans." They tried to keep down unsafe 
dividend rates and unsafe interest rates on deposits. Large sums 
of money were transferred from them to their more aggressive 
rivals. When money was plentiful, the more ambitious associa
tions were willing to loan more money to applicants on the secur
ity offered and on more desirable terms. 

These aggressive bu1lding associations at Dayton, the great 
building association center of the United States, are now all in 
the hands of the State authorities for liquidation. 

The others, which in the unrestrained struggle for existence, 
had been compromised to a greater or less extent have ceased 
for more than 3 years to function normally. No loans have been 
made. Depositors and stockholders have been unable to Withdraw 
but pittances, though in the aggregate considerable, and the 
large depositors and stockholders protest against even this " bread 
line" distribution which helps thousands in distress. They be
lieve that their ultimate security is thereby impaired. This relief 
is immediately denied when an association is taken over by the 
State superintendent of building associations. 

Here is a clipping from a daily paper shoWing the market prices 
of the stock and deposit s of the building associations in Dayton 
and vicinity which are not in State liquidation, as well as the 
others, marked with an " X." 

Buil ding and loan quotations, Friday, Apr. 20 

Stock Bid .Asked 

Building and loan quotaticms, Friday, Apr. 2~nt1nued 

Stock Bid Asked 

CERmICATES o:r DEPOSITS-Continued 
Franklin x ___ --------------------------------------------------- as 
Homestead..---------------------------------------------------- 65 
Miami X_ ------------=---------------------------------------- 37 ------7-0-
Montgomery ------------------------------ __ ------------------ 60 
Mutual X-------------------------------------------------- -------- 75 
Permanent------------------------------------------------------ 53 --------
Security X----------------------------------------------------- 36 48 
State-------------------------------------------------------------- 71 Washington ___________________________________________________ -------- 71 
West Dayton-------------------------------------------- 63 --------
West Side-------------------------------------------------- 60 65 
West Milton---------------------------------------------------- 35 --------

The associations have been compelled to foreclose upon and 
buy 1n mlllions of dollars' worth of real estate. There are no 
other bidders. Thousands have lost their homes. The unfor
tunate mortgagors not only have lost their property, but their 
hopes for the future are blighted by judgments for deficiencies 
which hang over them. 

People, faced with foreclosure, petition the association to ac
cept deeds for the mortgaged properties. Unfortunates have com
promised the deficiency judgments and others, besides their deeds, 
have paid what they could and even given their, for the present, 
worthless notes. 

Some unproductive property because of accumulation of taxes 
and heavy assessments must be abandoned to the State by both 
mortgagor and mortgagee; for with no market nor prospective 
market, the building association can better take the total loss of 
its loan than pay the taxes and assessments, and continue to pay 
them for years in addition to the foreclosure expense. This does 
not help our insolvent county. 

Directors have reduced their compensation and all expenses. 
They remain in session until late hours. They are compelled to 
exercise discretion and bear responsibilities from wh.ich large 
stockholders when asked to take places on the board shrink and 
refuse. 

They and the otncers and employees are cursed alike by two 
great masses of our citizens, those who are importuned to pay 
what they owe, and those who cannot withdraw the money for 
which they have desperate need, because the others do not pay. 

The associations have acquired millions of dollars of real estate. 
The taxes, assessments, and repairs are burdensome. The in
come is meagre. New organizations have had to be made to meet 
the new conditions etnciently. Sales of this real estate have been 
possible for but small amounts of each and the depreciated se
curities of the associations. If such securities were not accepted 
in payment, there could be no sales. The State superintendent 
of building associations permits it. Several millions of dollars' 
worth have been sold with but small loss. 

In this city of 200,000, where for a half a century the building 
associations have been universally used as savings banks, there 
is scarcely a soul not effected and exasperated by the conditions. 
Few understand and all are resentful. 

Suddenly relief was offered by the Federal Government through 
the Home Owners' Loan Corporation. Building associations were 
offered bonds secured by real estate with interest guaranteed to 
maturity by the United States in exchange for " distressed " 
loans, loans with impaired security on property with delinquent 
taxes. The bonds today are selling abov~ par. Of course, the 
amount of bonds offered was almost invariably only a fraction 
of the amount due on the loans, but if the bonds could be sold 
as real estate was permitted· to be exchanged for the depreciated 
securities of the associations on the open market, the losses to 
the associations could be made good or reduced to a trifle. 

The way to recovery in Dayton seemed assured. The plan was 
ideal. The distressed home owner, whose property was no longer 
worth the mortgage and taxes, was to have his taxes paid, his 
mortgage reduced, and his home restored With a real value to 
him above the reduced mortgage, and all without any expense to 
him nor loss to the building association and all through the 
benevolent intervention of Uncle Sam. 

American x ________ ---------------------------------------------- 5 
Central_ --------- __ --- ------- -- ------------ ---- ------------------- 30 
Dayton x ______ ------ ---- ----_ ---- ------------- ---- ---------- ------ 5 
Fidelity __ ____ -------- _________ ------------------------------------- « 
Frankl in X ___ ----------- ---- __ -------- ---------- ---------- -------- 8 
Gem City------------ -------------------------- __ ------------------ 59 Homestead _______________ ----_______________ ---__________ ---------- 34 

Miami X __ ---- --- --- -- ____ ---------------- ------------------------ 5 
Miamisburg B. & L------------------------------------------------ 43 Montgomery----- __ __ ______________ ------____________ ------_------- _______ _ 
M utual X--------------------------------------------------------- 17 
Permanent 4-- ----------- ------------------------------------------ 19 

For example, a family before 1929 had bought their home, sup-
40 posed to be worth $7,500, with the aid of a buUding-association 

------47 loan of $5,000. Because of unemployment they still owe the 
$5,000. The property is no longer worth $7,500. They also owe 

62 delinquent taxes of $200 and delinquent interest of $200, a total 
owing of $5,400. The Federal Government, however, thinks the 
home worth $4,800 and will loan 80 percent of $4,800, or $3,840, 

33 on it in bonds, if the building association will allow the $200; 
24 taxes to first be paid and accept the rest of the bonds, $3,600 
29 worth, in full of the amount, $5,200, due on its mortgage. As 

Security X ___ ------------ ---- _ --- ---------------------------------- 3 Washington ______ -··-___________________ -----______ -----------______ 30 
" "est Dayton __ ---·------------------------------------------------ 24 
l\' est Side _________ --- -- ------------------------------------------- 33 

CI:RTIFlCATES OF DEPOSIT 
.American x _________ ---------------------------------------------- 36 
.Arcanum----------------------------------------------------------- 45 
Broo k>ille X ___ ----________ ---- _____ -----_______ ----------------- __ 28 
Central __ _ ------------------------------------------------------- 65 
Dayton X------------------------------------------------------- 36 
Fidelity _____________ --------------------- ____ ---------------- ------

the $3,840 of bonds would buy more than $5,200 worth of the de
preciated securities of the building association, the association is 

37 
eager to get rid of the bad loan without loss and so cooperate 
With the Federal Government and help the family save the home. 

One association in Dayton alone agreed to accept $981,307.37 in 
these H.OL.C. bonds from the Federal Government and cancel 
mortgages on Dayton homes totaling $1,306,403.25, knowing that 
by exchanging the bonds for its own depreciated stock it would 
lose less than $500, and that out of interest which it never could 

75 have collected. It sold its foreclosed real estate for stock; it 
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would sell the bonds for stock. If it did n?t, 1t would sustain I icism." Following this article and in the same issue of 
the tremendous loss of $325,095.88, and this was but the be- the Times is a wireless dispatch from Munich which further 
ginning. Such losses would mean ruin. sh th h til · tt•t d f th G G t ows e os · e a i u e o e erman overnmen to the 

THE BARRIER TO RECOVERY Jews. 
Even more sudden and disastrous than the flood of 1913, on M 'd t k 

February 10, came from the State superintendent of building r. Presi en• I as unanimous consent to have inserted 
associations rule m forbidding building associations throughout in the RECORD the article to which I have referred. 
the State to purchase their depreciated securities with the pro- There being no objection, the matter was ordered to be 
ceeds of the Home Owners' bonds. printed in the RECORD as follows: 

The State superintendent appare11tly followed a mistaken policy 
of emphasized tenderness toward large investors and actually 
against their best interests and a misconception of the law 
giving fancied priorities to those who had given early notice of 
a desire to withdraw their stock or other deposits. Such priorities 
have invariably been denied by the courts when the a1Iairs of 
associations have come to them for ad.ministration. 

Protests and arguments have been presented at Columbus. The 
attorney general of the State seems to view neither the policy 
nor legality of rule III with apprcwal, but nothing apparently can 
shake the conviction of the State superintendent of building 
associations that the rule is lawful, wise, and desirable. 

In the meantime Uncle Sam stands waiting on the border of 
Ohio with bags of money to pay into our insolvent county treas
uries and to save the homes of our distressed. We may well ask, 
" How long will he stand there waiting? " 

Very truly yours, 
Roy FITZGERALD, 

HOSTILITY TO THE JEWS IN GERMANY 

Mr. KING. Mr. President, on the 23d of January, the 
Senator from Maryland CMr. TYDINGS] offered a resolution 
(S.Res. 154), which was ref erred to the Committee on 
Foreign Relations. That committee has not acted upon the 
resolution. In my opinion it should have received consid
eration at its hands. The chairman of the committee is 
absent from the city for a few days, but upon his return 
I shall inquire of him what, if any, action will be taken by 
the committee on the resolution ref erred to. If no action 
is to be taken by the committee, I shall take the liberty of 
asking that the committee be discharged from further con
sideration of the resolution and that the resolution be laid 
before the Senate for action. The resolution in substance 
declares that the present government of the German Reich 
has deprived certain groups of its citizens of many of their 
civil and political rights and has imposed upon them restric
tions, pains, and penalties, harsh and severe in nature. 

It particularly refers to the discrimination against 
600,000 Jewish citizens and a great number of Christians of 
partly or wholly Jewish descent. The resolution further 
declares that actual causes for the discriminations against 
the groups and persons referred to are their religious beliefs 
or professions, and their racial origin, and then adds that 
there are no grounds reasonably affecting their rights and 
privileges as citizens of a modem state. The resolution re
fers to occasions when there have been intercessions by our 
Government on behalt of the citizens of other countries who 
are oppressed or persecuted, and further states that for 
nearly 100 years the traditional policy of the United States 
has been to take cognizance of such invasions of human 
rights. The resolution asks that the Senate express its 
feelings of profound surprise and pain as representatives of 
the people of the United States upon learning of the dis
criminations and oppressions imposed by the Reich upon 
its minority groups including its Jewish citizens and ex
presses the earnest hope that this policy will be speedily 
changed so that the minority groups may have restored to 
them the civil and political rights of which they have been 
deprived. 

Mr. President, since offering this resolution there has 
been no change in the attitude of the German Govern
ment toward its Jewish citizens as well as other German 
citizens who have not subordinated their religious and po· 
litical views to the will of the governing regime of that 
country. 

In the New York Times of this date appears an article 
dated May 11 in Berlin which indicates that there will be 
no abatement of the persecution to which the Jews have 
been subjected, but, upon the contrary, that they are to be 
the victims of further discriminations, persecutions, and 
oppressions. The article further states tha-t Dr. Goebbels, 
who speaks for Hitler and for the German .Government,. 
14 was almost as unsparing if not as contemptuous of Cathol-

GOEBBELS UTTERS THREATS TO JEWs-GERMANS Wn.L VENT RAGE IP' 
THE BOYCOTT CONTINUES, HE SAYS IN" LAST WARNING" 8PEECH
AsSAILS CATHOLICS ALso--H!s ~SPAPER AsKS READERS TO 
REPORT CASES OF JEWISH " SHAMELESSNESS " TO IT 

BERLIN, May 11.-Tbe heavy artillery in the new Nazi campaign 
against "killjoys ", grumblers, and " critic bugs " was unlimbered 
by Dr. Paul Joseph Goebbels, the Minister of Propaganda, tonight 
with a speech in the Sportpala.st, but it was not at all what was 
to be expected from advance notices of the campaign. 

The new drive had been foreshadowed as a joyous drumfire, 
continuing for weeks with speeches, broadcasts, newspaper articles, 
and fiying columns of minute men swooping down on cafes and 
restaurants in their hours of relaxation to exercise grousing and 
carping and preach the Nazi brand of optimism. 

Dr. Goebbels did point out that if there were spots on national 
socialism, as there are on the sun, it was unbecoming to talk of 
them and that the ruling powers would not stand for carping 
criticism. But the burden of his address was an apology for 
national socialism's not having done better, especially with re· 
gard to wages, as promised 1n his "socialist plans", and a bitter 
attack on the Jews and the Catholics. 

LAYS BOYCOTT TO GERMAN JEWS 

He told his audience that all Germany was "aware of the fact 
that if part of the outside world continues the anonymous boycott 
against German goods, this is due to our own Jewish fellow 
citizens", and he warned that part of the outside world, and 
especially foreign Jews, that they were doing the worst service 
possible to the German Jews. He declared: 

" If the boycott were carried to lengths, actually endangering 
our economic situation, it would not mean that we would let the 
Jews go free. No! The hatred, rage, and despair of the German 
people would first of all vent itself on those who can be grabbed 
in the homeland. 

"If the Jews imagine that the bloodless course of the German 
revolution gives them right to disport themselves again in their 
habitual impudence and arrogance and provoke the German people. 
let them be warned not to tax our patience too severely. 

"We have spared the Jews, but if they think they can therefore 
reappear on the stage and in the editorial office, if they imagine 
they can again stroll along the Kuerfurstendamm as if nothing at 
all had happened, let them take my words as a last warning." 

This evoked tremendous applause from the audience. 
German Jews must conduct themselves in Germany in a manner 

befitting "guests", Dr. Goebbels declared, and they had better 
place no hope on any move of their coreligionists abroad. 

BARS EQUAL RIGHTS 

" German Jews will be left alone by us if they will quietly and 
modestly retire within their four walls and if they will refrain 
from putting forth a claim to equal worth and equal rights with 
Germans", he said. "If they do not, they will have to blame 
themselves for the consequences." 

Dr. Goebbels was almost as unsparing, if not as contemptuous, 
of Catholicism. 

He charged that Catholic pulpits were being used as screens for 
"Centrist politics", and be admonished "militant churchmen" to 
have regard bow their activities were viewed by the German 
people. 

He thus paid his compliments to Cardinal Michael von Faulhaber 
of Munich: 

" I never once could discover that the cardinal ever raised a 
protest (before the Nazi regime) against the demoralization of the 
German people through the theater and the film. Now, all at 
once, he finds his he21:'t oppressed with concern for Christianity. 
This comes a bit late." · 

Toward the end of bis speech Dr. Goebbels disavowed any inten· 
tion of Nazifying France. 

"We must prefer a democratic to a National Socialist France"• 
he said, "for national socialism makes a nation stronger." 

WATCH ON JEWS ASKED • 

Previous evidence that a second Nazi wave of active anti
semitism was getting under way was furnished today by Der 
AngritI, the organ of Dr. Goebbels. It calls upon all its readers 
and all party members to report to it any examples of " Jewish 
shamelessness." 

The text of the declaration is as follows: 
"The brazen fashion in which many Jews have begun once again 

to behave themselves bas attracted general attention in the last 
few months. Last year they got thoroughly frightened and be
came as still as mice. Now that they have discovered that the 
Germans are gentle people, they seem to think that they can in
dulge again their usual arrogant behavior. 

" Numberless Jews have returned from abroad, many have found 
new positions and new contracts. They appear not only in busi
ness life but in society wholly undisguised, in the noisy and 
insolent fashion with which we are acquainted and which has 
played a considerable role in making them generally unpopular. 
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" We do not ask a pogrom, and we are not asking for persecution 

of the Jews, but we intend to show how the Jew ls behaving once 
ago.in and how he should behave. Our purpose is simply to give 
our tolerated and protected Jewish citizens lessons in proper 
manners. 

We have already received a mass of material on this subject. 
We are constantly adding to it. 

We expect every reader, party member, storm trooper, and 
wt>rker to report to us every case of Jewish shamelessness in the 
last months and weeks, so that we can publish it in Der Angri:ff. 

Let no one lay a h and on the Jews. But let every man watch 
them on the street, in the open, in cafes and restaurants, in 
their professkms, and on voyages, every place where the Jew is 
to be found individu ally, but especially where they appear in 
crowds. You cannot possibly miss them. 

And report to Der Angriff what is happening. 
A warning of the same kind for Jews who might regard them

r;elves as the equals of other citizens was contained in a recent 
address by Julius Strei::::her. the Nazi party leader in Nuremberg. 

STUERMER PURSUES ATTACKS 

MUNICH, May 11 (London Times dispatch) .-Despite the indig
n ation aroused by it s special "ritual murder" number, the two 
issues of the St uermer that have since appeared show no signs 
of any modification in the attitude of its editor, Julius Streicher. 

Both numbers are as full of anti-Jewish hatred as their prede
cessors and contain the usual caricatures and epithets. Christ's 
denunciat ion of the scribes and Pharisees is interpreted as a 
"curse on t he J ews ", and commented on with the words: 

"The defenders of Christ's murderers still live among us, yet 
there are people who are not ashamed to defend the Jews." 

EXECUTIVE SESSION 

Mr. ROBINSON of Arkansas. I move that the Senate 
proceed to the consideration of executive business. 

The motion was agreed to, and the Senate proceeded to 
the consideration of executive business. 

EXECUTIVE MESSAGES REFERRED 

The PRESIDING OFFICER (Mr. McGILL in the chair) 
laid before the Senate messages from the President of the 
United States submitting sundry nominations and a conven
tion, which were referred to the appropriate committees. 

(For nominations this day received, see the end of Senate 
proceedings.) 

EXECUTIVE REPORTS OF CO~IMITTEES 

Mr. McKELLAR, from the Committee on Post Offices and 
Post Roads, reported favorably the nominations of sundry 
postmasters, which were ordered to be placed on the 
calendar. 

Mr. ROBINSON of Arkansas. Mr. President, on behalf 
of the senior Senator from Tennessee [Mr. MCKELLAR], I 
report favorably from the Committee on Post Offices and 
Post Roads the nomination of Nannie L. Connevey to be 
postmaster at Bauxite, Ark., and the nomination of Frank 
B. Ortman to be postmaster at Cotter, Ark., and I ask 
unanimous consent for the present consideration of the 
nominations. 

The PRESIDrnG OFFICER. Is there objection? The 
Chair hears none, and the nominations are confirmed. 

If there be no further reports of committees, the calendar 
is in order. 

COLLECTOR OF INTERNAL REVENUE 

The legislative clerk read the nomination of Daniel D. 
Moore to be collector of internal revenue for the district of 
Louisia:ia. 

Mr. ROBINSON of Arkansas. Let that go over. 
The PRESIDING OFFICER. The nomination will be 

passed over. 
POSTMASTERS 

The legislative clerk proceeded to read sundry nomina-
tions of postmasters. . 

Mr. ROBINSON of Arkansas. I ask that the nominations 
of postmasters be confirmed en bloc. 

The PRESIDING OFFICER. Without objection, the 
nominations of postmasters are confirmed en bloc. 

IN THE ARMY 

The legislative clerk proceeded to read sundry nomina
tions for appointment and promotions in the Army. 

Mr. SHEPPARD. I ask that the Army nominations be 
confirmed en bloc. 

The PRESIDING OFFICER. Is there objection? The . 
Chair hears none, and the nominations are confirmed en ! 
bloc. 

Mr. SHEPPARD. I ask that the President be notified. 
The PRESIDING OFFICER. Without objection, the• 

President will be notified. 
RECESS 

Mr. ROBINSON of Arkansas. I move that the Senate 
take a recess until 11 o'clock a.m. on Monday next. 

The motion was agreed to; and <at 2 o'clock and 40 
minutes p.m.) the Senate took a recess until Monday, May 
14, 1934, at 11 o'clock a.m. · 

NOMINATIONS 
Executive nominations received by the Senate May 12 (legis_.. 

lative day of May 10). 1934 

POSTMASTERS 

MASSACHUSETTS 

James F. McClusky to be postmaster at Middleboro, Mass ... 
in place of W. R. Farrington, deceased. 

Lawrence D. Quinlan to be postmaster at Northfield. 
Mass., in place of C. F. Slate. Incumbent's commission 
expired January 22, 1934. 

John F. Malone to be postmaster at Southwick, Mass., in 
place of W. C. Hastings. Incumbent's commission expired 
January 22, 1934. 

Arthur J. Fairgrieve to be postmaster at Tewksbury, Mass .• 
in place of A. J. Fairgrieve. Incumbent's commission ex
pired ¥arch 18, 1934. 

NEBRASKA 

Edith E. Fahrlander to be postmaster at Brule, Nebr., in 
place of G. C. Dearing, removed. 

Kenneth R. Newcomb to be pastmaster at Cambridge, 
Nebr., in place of D. B. Dick. Incumbent's commission 
expired April 16, 1934. 

James B. Gordon to be postmaster at Cedar Rapids, Nebr .• 
in place of W. A. Gibson, resigned. 

Gladys J. Broun to be postmaster at Crookston, Nebr., in 
place of R. H. Gable. Incumbent's commission expired 
December 16, 1933. 

Charles E. Furman to be postmaster at Danbury, Nebr., 
in place of W. J. Stilgebouer. Incumbent's commission 
expired January 28, 1934. 

Edmund A. Hall to be postmaster at Fairmont, Nebr., in 
place of W. S. Brown, deceased. 

Thomas A. Siefken to be postmaster at Harvard, Nebr., in 
place of G. W. Miller. Incumbent's commission expired 
March 8, 1934. 

Philo J. Hewitt to be postmaster at Lexington, Nebr., in 
place of Frederick Nielsen. Incumbent's commission expired· 
February 9, 1931. 

Juna M. Daly to be postmaster at Lisco, Nebr., in place of 
G. W. Sampson. Incumbent's commission expired Septem
ber 18, 1933. 

Lavern A. Breeden to be postmaster at Minatare, Nebr., 
in place of G. H. Cary. Incumbent's commission expired 
November 6, 1933. 

George C. Thurman to be postmaster at Peru. Nebr., in 
place of H. W. Bedell. deceased. 

William M. Goding to be postmaster at Potter, Nebr., in 
place of E. H. Bartlett. Incumbent's commission expired 
February 18, 1933. 

Edward Emerine to be postmaster at Scottsbluff, Nebr., in 
place of August Donnann. Incumbent's commission expired 
January 28, 1934. 

Beth Clary to be postmaster at Seneca, Nebr., in place of 
E.T. Lay. Incumbent's commission expired January 5, 1933. 

George A. Hallock to be postmaster at Springview, Nebr., 
in place of Roscoe Buck, removed. 

Frederika W. Weber to be postmaster at Wahoo, Nebr., 
in place of J. B. Hines. Incumbent's commission expired 
January 28, 1934. 



8730 CONGRESSIONAL RECORD-SENATE 
Orley E. Mccallum to be postmaster at Waumeta, Nebr., 

in place of J. W. Hann. Incumbent's commission expired 
September 18, 1933. 

NEW YORK 

Mae Nolan to be postmaster at Clark Mills, N.Y., in place 
of B. W. Cornwell. Incumbent's commission expired Febru
ary 28, 1933. 

Fred S. Tripp to be postmaster at Guilford, N.Y., in place 
of F. S. Tripp. Incumbent's commission expires May 29, 
1934. 

Olivia L. McGowan to be postmaster at Roosevelt, N.Y., 
in place of Frederick Harrigan, resigned. 

Claude A. Bierman to be postmaster at St. Johnsville. 
N.Y., in place of Chris Fox. Incumbent's commission ex
pired December 20, 1932. 

NORTH CAROLINA 

James J. Parker to be postmaster at Murfreesboro, N.C., 
in place of Cephus Futrell. Incumbent's commission ex
pired February 25, 1933. 

PENNSYLVANIA 

. James J. Law to be postmaster at Wilkes-Barre, Pa., in 
place of H. W. Merritt, removed. 

CONFIRMATIONS 
Executive nominations confirmed by the Senate May 12 

(legislative day of May 10), 1934 
APPOINTMENT BY TRANSFER IN THE REGULAR ARMY 

First Lt. John Douglas Salmon to Field Artillery. 
PROMOTIONS IN THE REGULAR ARMY 

Albert Bowdre Dockery to be colonel, Cavalry. 
William Henry Cowles to be colonel, Cavalry. 
Frederick · Arthur Mountford to be lieutenant - colonel, 

Coast Artillery Corps. 
Horace Hayes Fuller to be lieutenant colonel, Field Artil

: lery. 
Henry Fred Grimm, Jr., to be major, Coast Artillery 

Corps. 
Richard Terrell Guthrie to be major, Field Artillery. 
Henry Linsert to be major, Chemical Warf-are Service. 
John Thomas Dollard to be captain, Quartermaster Corps. 
Norman Delroy Brophy to be captain, Air Corps. 
Raymond Morrison to be captain, Air Corps. 
Charles Grant Goodrich to be first lieutenant, Air Corps. 
Elmo Stewart Mathews to be first lieutenant, Signal Corps. 
Paul Amos Gavan to be first lieutenant, Field Artillery. 
Joseph Oscar Ensrud to be chaplain with the rank of 

captain, United States Army. 
John William Westerman to be chaplain with the rank 

of captain, United States Army. 
Andrew Thomas Francis Nowak to be chaplain with the 

rank of captain, United States Army. 
POSTMASTERS 

ALABAMA 

Robert G. Davis, Gordo. 
Effie Mann, Nauvoo. 
.Annie M. Stevenson, NQtasulga. 

ARKANSAS 

Nannie L. Connevey, Bauxite. 
Frank B. Ortman, Cotter. 

COLORADO 

John W. Anson, Silt. 
Heman H. Davis, Springfield. 
George S. Niebuhr, Walsenburg. 

GEORGIA 

_Roy R. Powell, Arlington. 
John Day Watterson, Eatonton. 

ILLINOIS 

John J. McGuire, El Paso. 
_ Clyde E. Wilson, Melvin. 
Charles C. Wheeler, Sandwich. 
Mary I. Quinn, Wilmington.. 
Croy Howard, Xenia. 

IOWA 

Lulu M. Davis, Waukee. 
KENTUCKY 

Thomas E. Cooper, Beaver Dam. 
John A. Van Pelt, Kenvir. 

MINNESOTA 

Joseph A. Heimer, Adams. 
Benjamin M. Loeffier, Albert Lea. 
Bert C. Hazle, Alden. 
William L. Ward, Anoka. 
Charles B. Fraser, Battle Lake. 
Henry P. Dunn, Brainerd. 
Denis J. McMahon, Breckenridge. 
Patrick V. Ryan, Caledonia. 
Alexander Kolhei, Cottonwood. 
Glen J. Merritt, Duluth. 
Norman M. Brown, Ely. 
Gilbert P. Finnegan, Eveleth. 
Mark R. Gorman, Fairmont. 
Bernard A. Gorman, Goodhue. 
James F. Fahey, Graceville. 
Allen J. Doran, Grand Rapids. 
Dean M. Alderman, Grey Eagle. 
Dagny G. Sundahl, Grove City. 
Earl Stanton, Hayfield. 
Lee L. Champlin, Mankato. 
Alfred W. Quinn, Markville. 
William C. Robert.son, Minneapolis. 
Carl C. Heibel, Northfield. 
Simon M. North, Olivia. 
Patrick J. Hartigan, Paynesville. 
Charles D. Dempsey, St. Peter. 
Andrew Reid, South St. Paul. 
Walter J. Mueller, Springfield. 
Teresa L. Wolf, Staples. 
Andrew Anderson, Thief River Falls. 
Dennis Dwan, Two Harbors. 
Ewald G. Krueger, Vergas. 
Alfred Henderson, Vernon Center. 
Oscar W. Hennings, Wanamingo. 
William F. Sanger, Windom. 
Sarah E. Jones, Zimmerman. 

NEBRASKA 

James C. Nelson, Mason City. 
NEVADA 

Ralph H. Burdick, Tonopah. 
NEW MEXICO 

Jesse L. Truett, Artesia. 
Ray S. Soladay, Carlsbad. 
Arthur L. England, Clayton. 
Rosalie Littlefield, Elida. 
Arthur L. Langford, Hobbs. 
Aurora B. Pacheco, Old Albm2uexque. 
Mary McCullough, Roswell. 
Jose Z. Sanchez, Santa Rosa . 

NEW YORK 

Charles Kaiser, Armonk. 
Mayhew D. Tower, East Moriches. 
George W. Sheahan, Elmira. 
Benjamin S. Helmer, Mohonk Lake. 
Denis W. Keating, Olean. 
Roy Blanchard, Oneida. 
Francis P. Reilly, Penn Yan. 

omo 
Clyde M. Bartlow, Felicity. 
Walter T. Ault, Findlay. 
Burch Trent, Leesburg. 
Susan M. Ramsey, Loveland. 
Alex F. Wannemacher, Ottoville. 

PENNSYLVANIA 

Harry W. McArthur, Conneaut Lake Park. 
Charles H. Rettew, Honesdale. 

MAY 12 
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James W. Hatch, North Girar<t 
George G. Foley, Pocono Manor. 

VERMONT 

Ernest A. Naylor, Alburg. 
Cecelia S. Joslyn, South Hero. 
James G. Boutelle, Townshend. 
Ruth A. Randall, Wells River. 
Timothy J. Murphy, Wmdsor. 

WASHINGTON 
Gecrge D. Magee, Aberdeen. 
Vaughan Brown, Bellingham. 
Jeane R. French, Skamokawa. 

SENATE 
MONDAY, MAY 14, 1934 

(Legislative day of Thursday, May 10, 1934) 

The Senate met at 11 o'clock a.m., on the expiration of 
the recess. 

THE JOURNAL 
On motion of Mr. ROBINSON of Arkansas, and by unani

mous consent, the reading of the Journal of the proceedings 
of the calendar day Saturday, May 12, was dispensed with, 
and the Journal was approved. 

CALL OF THE ROLL -
Mr. ROBINSON of Arkansas. I suggest the absence of a 

quorum. . 
The VICE PRESIDENT. The clerk will call the roll. 
The legislative clerk called the roll, and the following 

Senators answered to their names: 
Adams Copeland Hayden Overton 
Ashurst Costigan Hebert Patterson 
Austin Couzens Johnson Pope 
Bachman Cutting Kean Reynolds 
Bailey Davis Keyes Robinson, Ark. 
Bankhead Dickinson King Schall 
Barbour Dill La Follette Shipstead 
Barkley Duffy Lewis Steiwer 
Black Erickson Logan Stephens 
Bone Fess Lonergan Thomas, Okla. 
Borah Fletcher McCarran Thomas, Utah 
Bulkley Frazier McGill Thompson 
Bulow George McKellar Townsend 
Byrd Gibson McNary Tydings 
Byrnes Glass Metcalf Vandenberg 
Capper Goldsborough Murphy Van Nuys 
Carey Hale Norbeck Walcott 
Clark Harrison Norris Walsh 
Connally Hatch Nye Wheeler 
Coolidge Hatfield O'Mahoney White 

Mr. LEWIS. Mr. President, I rise to announce the absence 
of the Senafor from New Hampshire [Mr. BROWN], the 
Senator from Arkansas [MRS. CARAWAY], the Senator from 
New York [Mr. WAGNER], the junior Senator from Illinois 
[Mr. DIETE:!iICH], the Senator from Oklahoma [Mr. GORE], 
the Senator from Louisiana [Mr. LoNa], the Senator from 
West Virginia EMr. NEELY], the Senator from Nevada [Mr. 
PITTMAN], the Senator from Georgia [Mr. RUSSELL], the 
Senator from Texas [Mr.· SHEPPARD], the Senator from 
Florida [Mr. TRAMl'.rELL], and the Senator from South Caro
lina []\1r. SMITH], who are necessarily detained on official 
business, while the Senator from California [Mr. McADooJ 
continues ill. I ask that this announcement may stand for 
the day. · · 

Mr. HEBERT. I wish to announce that the Senator from 
Pennsylvania LM.r. REED] is necessarily detained from the 
Senate. 

The VICE PRESIDENT. Eighty ·senators have answered 
to their names. A quorum is present. 

PETITIONS AND MEMORIALS 
Mr. TYDINGS presented a petition of sundry citizens of 

Baltimore, Md., praying for the passage of the bill CS. 3171) 
to amend the Interstate Commerce Act, as amended, by pro
viding for the regulation of the transportation of passengers 
and property by motor carriers operating in interstate or 
foreign commerce, and for other purposes, which was re
ferred to the Committee on Interstate Commerce. 

Mr. COPELAND presented a resolution adopted by the 
board of trustees of the village of Manorhaven, Nassau 
County, N.Y., favoring the granting by the Public Works 
Administration of a loan in the sum of $750,000 for harbor 
improvement at Manorhaven, N.Y., which was referred to 
the Committee on Finance. 

Mr. WALCOTT presented petitions and papers in the 
nature of petitions from the Children of Mary Society, the 
Holy Name Society, the Rosary Society, and sundry members 
of the parish of St. John the B!l.ptist, of New Haven; Orinoco 
Council, No. 39, of Greenwich, Ojeda Council, No. 33, of 
Naugatuck, and St. Augustine Council, No. 41, of Stamford, 
all of the Knights of Columbus; Court Seville, No. 24, Cath
olic Daughters of America, and the Chilch·en of Mary 
Sodality of the Church of the Assumption, both of Ansonia, 
and the Hungarian-American Democratic Club of Norwalk, 
all in the State of Connecticut, praying the amend
ment of proposed radio legislation so as to provide adequate 
broadcasting facilities for religious, educational, and agricul
tural subjects, which were referred to the Committee on 
Interstate Commerce. · 

He also presented the memorial of Martha Washington 
Council, No. 16, Sons and Daughters of Liberty, of New 
London, Conn., remonstrating against the enactment of 
legislation loosening immigration restrictions, which was 
referred to the Committee on Immigration. 

He also presented a resolution adopted by the Women's 
Home Missionary Society of the First Methodist Episcopal 
Church, of Hartford, Conn., favoring the prompt passage 
of House bill 6097, providing higher moral standards for 
films entering interstate and foreign commerce, which was 
referred to the Committee on Interstate Commerce. 

REPORTS OF COMMITTEES 
Mr. BARBOUR, from the Committee on Military Affairs, 

to which was referred the bill CS. 1146) for the relief of John 
W. Beck, reported it wiih an amendment and submitted a 
report <No. 1001) thereon. 

Mr. COOLIDGE, from the Committee on Military Affairs, 
to which was referred the bill CS. 1177) for the relief of 
Edward T. Costello, reported it without amendment and 
submitted a report CNo. 1002) thereon. 

He also, from the same committee, to which was ref erred 
the bill CS. 418) for the relief of William H. Connors, re
ported it with amendments and submitted a report <No. 
1003) thereon. 

Mr. CAREY, from the Committee on Military Affairs, to 
which was referred the bill CS. 2454) for the relief of Arthur 
W. Adams, reported it with an amendment and submitted 
a report (No. 1009) thereon. . 

Mr. KING, from the Committee on the Judiciary, to which 
was referred the bill (S. 3319) to amend section 233 of the 
Criminal Code, as amended, reported it without amendment 
and submitted a report (No. 1004) thereon. 

He also, from the same committee, to which was referred 
the bill CS. 588) to amend the Judicial Code by adding a new 
section to be numbered 274D, reported it with amendments 
and submitted a report (No. 1005) thereon. 

Mr. LOGAN, from the Committee on the Judiciary, to 
which were referred the following bills, reported them each 
without amendment and submitted reports thereon: 

S. 339. An act for the refundment of certain countervail
ing customs duties collected upon logs imported· from Brit
ish Columbia <Rept. No. 1006) ; and 

H.R. 7353. An act granting the consent of Co~OTess to 
any two or more States to enter into agreements or com
pacts for cooperative effort and mutual assistance in the 
prevention of crime, and for other purposes CRept. No. 
1007). 

Mr. LOGAN also, from the Committee on the Judiciary, 
to which was referred the bill CH.R. 9370) to authorize an 
appropriation of money to facilitate the apprehension of 
certain persons charged with crime, reported it with amend
ments and submitted a report (No. 1008) thereon. 

Mr. STEIWER, from the Committee on Indian .Affairs, 
to which was referred the bill CS. 3291) providing for a 
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